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Missing Component: 


F/O the troubled world of Asia, the week has brought two events 

., &.. of great, perhaps even of decisive, importance., The first is the 

"Seopa by Be Cini. SEF 
NOTES - . = 422 __ tO give economic assistance to South 
A ee Delienen:; in . committee is to.be set up.in Canberra to discover. what the contributions 
mbouir's The Les: We! Are too -cefthe individual countries can be and to combine them: in a single plan. 
“Without the advocacy and vision of Mr Spender; the Australian 
Foreign Minister; ‘it’ is doubtful whether anything so cleatcut and 
"_ promising would ‘have’ merged. It is by far the most ambitious 
_ and apposite Commonwealth initiative ever made in peacetime and 
the fact that Asian and European Dominions are concerned in it as 
_ equal. partners only increases its significance. 
Within a day or two of the announcement of the Spender Plan, 
another authoritative ‘statement’ on Asian policy was made in 
Washington. For some weeks, the future shape of American policy 
in the Far East and South East Asia had been undergoing a concen- 
trated battery of criticism from sections of Congress. and the press. 
‘Through the hubbub it was difficult to make out what the main lines 
of American strategy would ultimately be. The Secretary of State has, 
. however, succeeded in making the position of the Administration clear. 
‘Phere will be no military interference in China. For the time being the 
United States accepts military and economic responsibility for Japan, 
» for the occupied Japanese islands, and for the Philippines. In the 
area to the south west—in other words, in the countries whose 
future security was most closely considered by the Commonwealth at 
- Colombo—the United States can accept no direct responsibility but 
is ready, together with other nations, to offer economic help where- 
ever it has some hope of being effective. This is the policy of the 
__“ missing component.” American assistance can be relied upon to 
complete schemes already prepared and supported by other peoples, 
See carne eamncelay Apeach:-and adasiaiater: thy nihacene-catiity ote 
American initiative. 


















te cee Bet cicarll, We-4 Sishalid cobble 0h abc. The Common- 
v2 wealth is: setting to work -to draft a plan, The United States has 
Ps ‘ gpnounced its interest in such a plan once it is shown to be workable. 
! “At is’ some time since anything even so potentially promising has 
‘happened in Ai be soe oma hae in 
her ress. In the first place, the likelihood of any large 
»from the United States is not very great at 


-. . 8 in deficit—is : 9 Sepnie ve Taig ‘In any case, it is 
-~ jmaportant to keep issue of economic aid in a proper perspective. 
ee Cet ee eet eee 
cat bby % supposed resemblance between pysspnt ph in Asia 
Frail A5it. ao "Phen 8 hide; it 18 argued: the counties mont ¢ ncermcs 
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they could help themselves. Then the United States — 


stepped in to provide the “ missing component” of 
dollar aid. 


But the analogy is misleading. In Western Europe in 
national communities with 


fied p is needed. Above all, the continent 
lacks most of the essential politi of 
successful economic This is not an argument 
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British “ overseas venture,” the political frame- 
woile'Gh Acie inte Wels Ake dekeaen's issing compo- 
nent is to fit simply does not exist. No doubt, in an 
ideal world, a better foundation than the old battle 
Er arian tik ee ee 
No doubt, given time, America itself by direct action 
‘might create comparable channels of contact and under- 
standing. But at this eleventh hour in Asia, availability 
eine sacra 
id’s : 

tage in Asia. Tt would be suicidal fol by a perverse 
allowed to weaken and destroy their only political foun- 
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What Next with Wages? 


HE policy of stabilising wages, urged on the Trades 

Union Congress by Sir "Stafford Cripps, and by 
it in turn on its constituent unions, was endorsed 
at last ‘week’s ‘special conference by a vote of roughly 
7 to 6. in fac he approval of he poy wa ven 
half-hearted ‘than the fi or the majority 
was Solan by he BIOCE vote of the tw6 bl genial 
unions, and recent experience’ shows that at least one 
of these, the ° ‘and General Workers, finds it 
far easier to embrace a policy than to secure the observ- 
ance of it’ by its members.’ Nevertheless, the yote was 
affirmative and the policy of the wage freeze is now the 
official doctrine of the TUC. The politicians of the 
Labour Party are no doubt ‘for the result, 
ieee heatidies lisdogical: peieitiig ets of: tien epeneibic 
ee ee country, No 


In actual fact, of course, nothing could be mote mis- 
taken than to su that last: week’s vote decided any- 
thing. , It: ed more than it settled: The Trades 
Union, Congress, as it has often explained, is exactly 
described by its title ; it is mot even a federal body ; and 
+ has ” powers over its Spann unions other than 
those of persuasion. It is per more significant that 
the miners, the engiticers and the-railwaymen have made 
clear their opposition to the freezing of wages than that 
another group of unions, with slightly larger. member- 
ship, have reluctantly agreed to accept it. For the next 
few weeks, no doubt, none of the pending claims will be 
pushed very strongly. But once the election is out of 
the way it is likely—highly probable with a Labour 
Government and virtually certain with any other—that 
several unions will do their utmost to secure higher 
wages. If the officials refuse to do so, the members ill 
act on their own behalf. So far from being put upon 
the shelf for the duration of the election, the future 
course of | emt and of eneis ‘of ‘production, ought to be 

to aa centre of the stage. 
The policy of the stabilisation of wages back 
to’ the! early days Of the whe. In wartime it ls a 
good, ‘indeed an inevitable, ‘policy, ye! a number of 
reasons. Inflation is quite ’un: i 
and the first are to prevent 


ut 










Civil Servants complained to the Prime Minister the 
other day that “the main reason for not paying the 
salaries which the Government admit to be proper is 
because we have conducted our case with model patience 
and restraint’? they were merely underlining the 
premium that an unenforced wage freeze puts upon 
anti-social behaviour. And thirdly, though it is 
reasonable in wartime to aim at preserving the status 
quo ante for the duration of the war, such a policy is 
obviously ruinous if it is applied for an indefinite period 
in peacetime. The official explanations still talk in terms 
of a short-period crisis, but the pretence that anyone 
can. see an end to it is wearing very thin. It. would be 
unthinkable, if it were not happening, that anybody 
should deliberately contemplate, as a policy of indefinite 
duration, the petrifaction of the present structure of 
wages and other personal incomes and the inhibition, so 
far as possible, of any movement at all in one of the 
central regulators of the economic machinery, 


These are the reasons why in recent months public 
opinion has been getting increasingly troubled about the 
freezing policy. On the one hand, so long as the general 
economic policy of the Government does not remove 
the danger of inflation—and so long as it adheres to the 
present extreme definition of. full employment it cannot 
do so—the absence of any check upon the rise of wages 
and of costs of production is obviously dangerous. Thus 
the acceptance of a wage freeze by the trade unions 
becomes.a test of their public spirit, and all men of 
goodwill will cheer when the General Council of the 
TUC manages to get its mount over the fence, even 
if there is only an inch to spare. But on the other hand, 
people are increasingly asking how long the policy can 
be continued, the more so as, at every reprise, a new 
batch of corollaries seems to be required to mollify 
the trade unionists, whether it be the denial to the senior 
civil servants of their right to increases no larger than 
the average trade unionist secured before the war was 
ended, or whether it be a further extension of the 
principle of standstill to suppress change and movement 
and enterprise and progress in some other branch of the 
economy. “How long should a policy, whose justifica- 
tions lie in temporary expediency, and whose long-term 
perils are obvious and great, be continued ? When does 
the short term become the long ? 


x 


But these arguments of principle about desirability and 
ity are about to be swept into the discard. 

The. matter is about to be settled by much more forceful 
means... Last week’s vote means (short of a miracle) that 
the. policy of freezing wages will not work. It is extra- 
ordinarily. difficult to believe that it can be maintained 


after the election. And if it goes, a great deal more: 


goes with it. The policy would never have reached it: 
present almost precise form if the leaders of the T 
had not been forced by remorseless logic to see that 
Government’s general was nonsense if wages 

left free. They could not even, after the devaluation of 
sterling and the engagement of. Labour’s prestige behind 
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the new fixed rate of $2.80, take refuge in the belief 


that, in practice, it would be good enough to slowdown 


ranks the liberty of the it 
‘gress above socialist doctrines. But at least it is a 


the rise in wages. 

So the policy of controlled inflation is nearing its 
terminus. The more clear-sighted of the union leaders 
and of the socialist intellectuals see this clearly. One of 
the clearest analyses of the situation that has appeared 
anywhere was in an article by Mr Bryn Roberts, the 
General Secretary of the National Union of Public 
Employees in the November-December issue of the 
union’s journal. “ Full employment,” he says, 

is a goed thing. But if it’ is achieved by allowing large 

numbers to be employed in jobs of no economic ‘ 

foll .employment can lead to disastrous ‘consequences. 

. - - Wage freezing, like an aspirin, may provide 

temporary relief, but it makes no jasting impression upon 

the basic causes that give rise to the malady.... If the trade 
union movement and its political arm fail to subdue the 
ccoiniasic : Rebenn tiiskssark ane bemaetnine mk eeniedl 
economy,: we shall inevitably become subject to some form 
of extreme left or right tota 
‘Mr Roberts finds the solution in a tighter control: of 
everything— 

We Rehere: kee neat ane aa: Soe 

Tesources are brought under effective control and directed 

as the crisis necessitates, we shall continue the present 

rumous drift 

—and he has enough logic to see that this complete 
control must cover both the fixation of rates and 
the direction of labour, which he believes the wage- 
earners would then accept, since “ direction of labour is 
only odious when it is applied solely to the workers.” 
A marked recrudescence has been noticeable in recent 
weeks of the advocacy in socialist circles of controls 
for their own sake, as a means at once of sei 

‘economic power” (whatever that may be) 
of bringing coherence and logic into a policy of inflation 
and full employment. It is questionable in the very 
highest degree whether the trade unions would in fact 
consent to a wage freeze and to labour direction, how- 
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or even economic pro- 


oe eo 


atmosphere of an election, this is. represented as the 
SE OC AOUNS She iret Deen Ae aE ae Own 
sake, as a means of disciplining labour. . This is silly 
rubbish. Sephy same onmalinme, Se its own 
| ee perarage af 


a a ee en 
responsibility to think out a new economic policy. There 
are only three possible: choices; which can be crudely 
distinguished as follows: 

I. Continue as at present, with neither more nor 
significantly less than the present controls, let infla- 
tion continue and costs rise and let the Treasury and 
the Bank of England worry about what happens to 
the. pound sterling. 

2. Clamp down controls on everything, including 
wages and the distribution of labour, and take no back 
answers from anybody, including the trade unions. 

_ 3. Make a determined effort to get rid of the infla- 

tionary pressure once and for all by tackling its causes 

in high Government <cncinecce 

cheap money—and do this knowing that it will hurt. 

No parliamentary candidate can claim to be talking sense 

about economic policy unless he makes a clear choice 
between these three courses, 


France and oF Saar 


= a matter of days Frenchmen and Germans have 
been set at loggerheads.by the kind of blunder that 
harried, and finally wrecked, attempts to improve their 
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Tee Ee eae viewed 
from London in the light of. the declared policies of 
1950. peeneeanianenminnenirenen res Mnrcaes 
association of Federal Germany with its neighbours are 
the main objects of French—as of British and American 


however, the policies of 1950: are still frustrated by the 
policies of 1945. The process by which the French have 
brought the Saar to its present position has been con- 
ducted with some stealth and much skill, so that what is 
now being proposed—what M. Schuman was anxious 
to explain to Dr Adenayer—appears as the logical end 
to a plan laid four years ago. ‘By the standards of Pots- 
dam it was a ; the economy of the Saar was 
to be intégrated wi ‘that of France and the territory— 
under French controf and detached from _occupied 
Germany—was to be prepared for “‘ autonomy.” That 
meant that Germany was deprived of an important 
arsenal, while France gained control of mines and plants 
which now produce 15 per cent of its iron and steel and 
20 per cent of its coal. 

The attraction—and the weakness—of this policy was 
that it could be represented to the French politician as 
tough and to the German as gentlemanly. The French 
could not be accused of annexing territory and taking 
reparations as the Poles and Russians could ; yet they 
were in fact acquiring.a form of reparations for the 
enormous damage caused by Hitler’s armies. -This plan 
was put up to the Council of Foreign Ministers in April, 
1947, was rejected by the Russians but accepted later by 
the western governments. 


In fairness to the French, it must be admitted that 
they have promised repeatedly that there can be no final 
settlement of the Saar’s position until a peace treaty with 
Germany is signed ; that is also the view of the American 
and British Governments. But that peace treaty still 
seems a long way off and the Germans ask, not unreason- 
ably, whether it will be signed before the French have 
done in the Saar things that cannot be undone by their 
American and British allies. It must be admitted, too, 
that the French position is juridically impeccable ; they 
have not put.a foot wrong and have hitherto made it 
possible for Dr Adenauer, in his first three months of 
power, to be both discreet and tactful on the subject. 
Why then has friction suddenly developed ? It is only 
three months bee Be pecrwces: saseed. that the 
Se sae — its own 1 endl aaa esoag 

urope, @ enough sign its temporary separa- 
tion from Germany ; why does he now feel it necessary 
to tell a press conference that “ we shall have to protest 
eg ne co tenet eae Sidr tleines 

Part of the explanation is that the Federal German 
Government feels itself much stronger since the Peters- 
berg agreement of November. Its appetite for conces- 
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a period of 50 years as well as a decisive voice in the 
control of the railways—which suggested that the French 
were preparing a set of faits accomplis which could not 
be disturbed by the German peace treaty, when it comes. 
The French deny that they wish to, or even need to, 
“corner” the Saar economy, which has been far more 
prosperous in association with them than it ever was 
under the Nazis. And they emphasise that what is to 
be discussed in Paris this month follows logically on 
all that has happened hitherto: reduced powers for the 
French High Commissioner, equal fiscal treatment of 
equivalent industries in the Saar and in France, the 
free movement of workers between them and regularisa- 
tion of the position of the mines and the railways. No 
one seems to know who, in fact, holds the title to the 
Saar mines, but the French declare that their ownership 
can be settled only in the peace treaty with Germany. 
It is clear that both parties are in important respects 
right. The French do not intend annexation, but they 
wish to defiy the strategic and economic advantages of 


the Saar to the Germans as long as possible. The men . 





een (947 Boundory “ b/ 
eumess (920 Boundary 





who now rule Federal Germany know that they cannot 
defend this distinction against their critics, particularly 
at a moment when the Russians are doing all they can 
to stimulate nationalist feeling throughout the country. 
The real question is—who is being wise and who is 
being foolish within the limits set by political realities ? 

Let it be admitted that the tone of the Germans in the 
last ten days has been arrogant and impatient ; their 
threats are ill-chosen and foolish. They have failed to 
appreciate the great distance that French policy has 
moved towards conciliation. But what else was to be 
expected froma government that is harassed by 
nationalist attacks from the right and the left, that sees 
the allegiance of its citizens being bid for from east and 
west ? The French, on the other hand, could have let 
well alone in the Saar, at any rate during the period that 
the Adenauer Government is finding its feet in European 
society. They should have’ realised that the desire for 
some new form of political and economic association of 
nations in western Europe is a real political force in 
Federal Germany, one of the very few constructive 
aspirations to be found there. It should be obvious, too, 
that exclusive arrangements between France and an 
i frontier region cannot be squared with the 
kind of talk that has been heard from French representa- 
tives in the Council of Europe or with suggestions— 
supported by Mr McCloy, the American High Com- 
missioner—that the Ruhr Authority be extended to cover 
the heavy industries of Germany’s neighbours. Dr 
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Adenauer’s claim that the Saar problem should be con- 
sidered “in the light of European interests” is both 
reasonable and logical. 

If the future is to bring Germany into a satisfactory 
relationship with its western neighbours the course for 
the French—and the Americans and British—is quite 
clear. Indeed, it has been stated in black and white by 
their foreign ministers. It is to create in western 
Europe a political and economic framework into which 


Parllemantary: Smrcgeeae 
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Germany can be fitted as an equal partner. So lon 
is no sign of | framework hess. 


question is ill-timed ; the support given to it from 
London and W: is'a warning that policy towards 
the Germans is of inconsistencies, and ‘policy for 


The Sphere of the Cabinet 


N turning from a review of the work of the Houses 
of Parliament to that of the Government itself, the 
observer moves into a more rarefied atmosphere. The 
way in which the cabinet goes about its business is to 
a large extent shrouded in secrecy, and even where this is 
not true it is difficult to. divide the developments in 
government and administrative technique which are of 
permanent importance from those which derive merely 


from the accidents of circumstances and personality 


The Labour Party, before it came to power, was 
wedded to what has come to be known (not quite 
accurately) as the Haldane principle of i 
departments of state under a number of senior ministers, 
each mainly responsible for making policies. This was 
the avowed intention of the as set out in Mr 
Attlee’s book “The Labour Party in Perspective,” in 
which the desirability was set out of forming a small 
body of ministers, constituting an informal, if not a 
formal, inner cabinet, and each “ in his own sphere the 
representative of the Prime Minister in relation to a 
particular group of services.” On this analysis, Mr Bevin 
would have kept a watching eye not only on the Foreign 
Office, but also on the Commonw Relations and 
Colonial Offices, Mr Bevan on the Ministry of Works as 
well as the Ministry of Health, the Chancellor of the Ex- 
chequer on the economic ministries as well as the 
Treasury, and the Lord President on the Home Office 
and a number of miscellaneous departments and com- 
mittees concerned with domestic policy. 

The departments have certainly tended to form them- 
selves into groups. Indeed this is an inescapable and 
permanent development, not only because with a pro- 
liferation of functional ministries it is essential to ensure 
that they are all in pursuit of a common line of policy, 
but because in each of the major spheres of governance a 
key department has emerged. Thus the cold war 
made the Colonia! Office an intimate associate of 
Foreign Office on one side and of the Treasury on 
other. The Treasury, owing quite as much to 
pervasive dominance of exchange control problems 
to the personality of Sir Stafford Cripps, has emerged 
as the arbiter of policy over the whole range of economic 
affairs. An interesting endorsement of the permanence 


a legacy from the war and the pressure of events would 
in any case have continued it. And the groups do not 
hang together in the. way the. Haldaneites have always 
advocated. There are no super-ministers.and there is 
no non-departmental cabinet. The cement has rather 
been provided by the growth of the system of cabinet 
committees—itself also a legacy from Mr Churchill’s 


_ This is a field in which the inquiries of the constitu- 
tional student are not welcomed, since even the revela- 
tion of the existence of specific committees comes close 
to compromising the doctrine of the collective responsi- 
bility of the whole ministry. But it is clear from such 
information as is available that there has been a great 
growth of the use of committees of the cabinet in recent 
— ion aerate of course, are no new thing, 
in past appear to have been tem 
bodies; crdeted ad-hoc to tackle-e-epecific peoblem sn! 
reporting back to the cabinet. Apart from the Com- 
mittee of Imperial Defence—which was a special case, 
since it included the heads of the services and even 
ex-ministers—the only continuous committee before the 
war appears to have been one, variously known as the 
Home Affairs Committee and the Legislation Committee, 
whose main task was to marshal the queue of Bills aspir- 
ing to appear before Parliament. 

During the war the Defence Committee swelled and 
sub-divided. It was reconstituted after the war and 
functions now, in a much more detailed and day-to-day 
fashion than the Committee of Imperial ence. 
Mr Attlee is the chairman and there is a per- 
considerable 
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The chief mewcomer to the ranks of standing com- 
pies ofthe cabinet, and a body of ianpotance uf 
cient to be regarded as a major innovation, is the 
Economic Policy Committee, the dheir) and) successor of 
the Lord President’s Committee of wartime. As its 
name implies, it concerned wih the formation 
which nowadays makes up a 
re eee ce ee Its 
member iven by Mr Francis Williams in his 

The Triple Ghalenge” as Mr Attlee, Me Bevin, 
Stafford Cripps and the Lord Privy 
Seal, with other ministers attending as required. The 
interesting point to note is that it is once the Prime 
Minister, and not a “minister at the head of a 
Bien De® ort Pia the aes It was this 
body mental expedite last aun, and one of th 
expenditure autumn, one of the 
Tobi Te the doing Hitachi” Phe has been 
attributed to the fact that one of ‘the onists, the 
Minister of Health, did not see the draft + 
until it came before the cabinet, so that all the argu- 
ments had to be thrashed out again. Other committees, 
for instance, those on manpower or nationalised indus- 
tries, have jostled the Economic Policy Committee for 
pride of place, but it is now clearly pre-eminent. 


There is a. less influential body, the Production Com- 
mittee under the chairmanship of Sir Stafford Cripps. 
Mr Williams has called this “ the executive arm of the 
rome Minister’ Ss Economic, Poli 


Trade, together with the Ministers of Supply, Fuel and 
Power, Agriculture, Transport, | Works, Labour and 
Health (on housing questions). It meets regularly— 
sometimes as often.as once a week—and it makes deci- 
sions on questions of detailed economic policy such as 
major capital developments, the siting of major factories, 
priorities for scarce materials and so forth. It has been 
given wide limits of authority by the cabinet, oe 
such matters as the investment programme and the 
preparation of the Economic Survey. 


Such information as is available about the cabinet 
committees has been given at some pee in eae to 
illustrate the fact that it is their strength and influence, 
rather than the system of grouping lesser under greater 
ministries, which is the significant development of recent 
years in the machinery of government. With the 
Ps ee eee tiie Reard of Trade, 
weticcsecr, SU Sir Stafford departmental ministers 
eon the whole guded more by te dens of the 
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cabinet committees than by a senior minister. What 
has developed is not a system of super-ministers so much 
as a system of minor.cabinets. The extent to which the 
grouping system @ la Haldane has failed to mature is 
evidenced by external relations. Mr Bevin has not 
intervened—that is, not with any consistency—in the 
affairs of any department beside his own and except 
where foreign and imperial affairs mingle—such as 
Palestine or Malaya—he has not extended his sway over 
the Colonial Office nor until very recently over the 
Commonwealth Relations Office. The interesting point 
here is that there is no cabinet policy committee on 
external relations as a whole. 

There is another significant development which 
relates to personalities rather than to constitutional 
developments. In most of the major crises which have 
confronted the Labour government—except Palestine 
ye groundnuts—the Prime Minister has taken charge 

Ame Fg ad hoc cabinet committee under his own 
p. This was true.of the food crisis in 1946 
and the fuel crisis in 1947. It was the Prime Minister 
who saw the Indian problem through its successive 
stages. Mr Attlee has, it seems, taken the view that he 
himself is the reserve of energy and talent among the 
upper members of the cabinet, willing to delegate but 
also willing to take the reins back from an unsteady or 
unsuccessful driver. In Whitehall the Prime Minister 
is a figure almost unrecognisably different from the Mr 
Attlee whom the public, and even Parliament, know. 

Whatever they may have been in other directions, in 
their impact on the machinery of government the Labour 
Ministers have been the reverse of revolutionaries. They 
took over the machine as they found it after the war and 
the changes they have made have been empirical rather 
than doctrinaire. Indeed, from the outside, the present 
Ministers have seemed to be more the prisoners, and less 
the masters, of the machine than their prewar pre- 
decessors. It would be wrong to assume that this is due 
to any personal inferiorities ; it is much more likely to be 
due to the very great growth i in the volume and com- 
plexity of business coming before the higher ranks of the 
Government, both the officials and politicians. Indeed, 
the most urgent need in the further development of 
British administrative methods is to find some way in 
which the intolerable pressure on a man who combines 
the role of policy-maker, executive, parliamentarian and 
constituency representative can be reduced. The first 
duty of the cabinet is to decide. If at times in the past 
four and a half years the power of decision has seemed 
to be atrophied, the main reason is to be found in 
personal fatigue. 
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he successful continuity of the ‘Royal Exchange’ 
over a period of two and a quarter centuries 
has resulted purely from the satisfaction of its 
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Personal Incomes—! 
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Redistribution of Income 


Aci owas ore tes & 


next few weeks about what has to the 
incomes of different classes of people to the 
cost of the standard of living they have come to expect— 
and of what i likely to happen to them in the nag 2 
years on the rival hypotheses. Indeed, under She euifiace 


—and perhaps on it as well—this is the dominant issue 


of the election. There will be much argument about who | 


is, and who is not, “ better off ” than before. 
As a contribution to the factual foundation for. all such 


arenes, & p_penpamns in aie isnt :tee. belawing 


articles, 10 ‘set out, as objectively as possible, such 
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1938 1947 
Ave Average 
me hag] ee ea ee 
Before | After Before | After 
Tax Tax Tax Tax 
000's 000’s 
£250—4 2,000 Lio fy 7,900 43 
£500—999 670 679 619 | 1,850 536 
£1,000—1,999 224 | 1,357 | 1,156 485 957 
2,000—9,999 . 98 | 3,673 | 2,602 165 | 3,618 | 1,939 
£10,000 and over 8 | 21,875 | 9,500 10 | 18,400 | 4,300 
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A 
statistics in it are for the year 1948 and some series stop 


at 1947. This time lag, though unfortunate, does not 
greatly affect the i 


The total of personal incomes in 1948 was £9,592 
million—96 per cent above the 1938 level. But, because 








bu is more restricted or if the quality of goods is 
sedge 45'the ciketion These are matters of consumer 
satisfaction for which there is no quantitative measure. 
The second qualification is that the same amount of pur- 
chasing power was in 1948 divided among a population 
grown larger by some § per cent. 
a far ie most important factor, however, is that a 
of the power has changed 
hands. Table I shows how taxation by 1947 had crippled 
the large income to such an extent that, by prewar 
standards, the vety large income had To- 
wards the lower end of the income ladder, numbers were 
swollen considerably. There is no official estimate of 
the number of incomes in the lowest group of all—below 
250 a year. But there must be many fewer of them 
there were before the war, when a wage of {5 a 
week was still above the average. Nevertheless, the total 
sum accruing to the incomes in this group was practi- 
cally the same in both years. At the other end of the 
scale, the opposite has happened. Surtax payers have 
increased in numbers, but their share of the total income, 
after direct taxes, fell from 8.0 per cent in 1938 to 5.4 
per cent in 1947. It is a pity that the statistics giving 
the numbers of incomes in different ranges of met income 
are no longer available, since these are the most revealing. 
The latest of that series relate to the financial year 
1945-46 and, See ee eee oe eae ee one 
comparison is worth recalling. There were in 1945-46 
only 885 incomes of £4,000 a year or more after tax, 
compared with 19,000 in 1938-39. At the top end of the 


TABLE II.—Tue PuRCHASING PowER OF INCOMES 








,530 

975 
1938 1110 5-0 100 
BOGGS ccs 1,630 17-7 147 127 80 
W947 2... ees 1,750 14-9 158 141 83 
a 1,850 14:8 167 150 83 

C—Prorits, INTEREST AND RENT 

Se oa vais fe -0 100 100 100 
WO oo ici, 85 26-0 153 133 84 
VS Se ae 2,695 22-0 159 145 &6 
PE s+ cseene ne | 2,858 23-0 169 153 85 
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earners has risen very sharply. The pi 
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further in Great Britain than in any other, cousitry. 
The facts at the other.end of the scale are no less 

striking. ee ee ee oO ens: 
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to the total of all gross incomes obtained from work and 
property (that is to say, the total of all personal incomes 
except social security payments and other transfer in- 
comes) increased from 37 per cent in 1938 to 44 per 
cent in 1948. If the comparison is made on the more 
relly ‘neiecad inane-al ont ts cayenten of dieect bance, 
maaan So, in 1948, wage- 
earners received the total disposable money. 
Saaoanteame oe both declined in the same period. 
Tip eeaasieh apatesnaieeecdeunapidetaee aan, 
fell from 25 to 21 percent of the te and the com- 
bined rn profits, interest and rent (also after 
direct taxes) from 34 to 28. per cent. 

These changes are shown in another way in Table II. 
Each of the main categories of income has been adjusted 
i Ar epee vient emo prem beringtin mtn yg 








alae te hen wis angen panning 


Tasie Il. ids cs WEEKLY WAGE EARNINGS 


TEE as mh eecticinptiaonnatiactp Seton 


ay 
All Workers Men (21 Years and Over) 


tape incl licachetmng cts tect niacsigilapaajimactandige: 








| i 
Cal. (2) Col. (5) 
| cot, fy | Mor | | Col._ (4) Sif 
Earnings as — ae iia ings |. set Index Taxation 
1938 100 Prices | 11938 = “ite Paces 
< Mt @ 1 i @. eA Ae 6 ay it 
s. d os 
Oct., 1938..... | 53 3 100 100 0 100 100 
July, 1940..... 69 2 130 109 0 129 108 
1941..... 75 10| 142 5 144 110 
1942..... 2); 160 Ill 5 161 112 
1943:.... 93 7 176 116 3 176 116 
1944..... 9% 8 182 112 4 180 lll 
1945..... 96 1 180 108 4 176 105 
Oct., 1946..... 101 0} 190 | 113 9| 175 | 104 
Apr., 1947..... 103. 6 194 109 5 179 101 
ja A ee 114.0}. 214 112 0 194 102 
1949..... 119 4] 224 116 ll 203 105 





a ee ce en AR A er A te 


The adjustment for direct taxation has been 
of taxation shown in in the White Paper for wages as a whole applied 


thle acta Rt etna ea Fine Wp 5S 

a consumption goods. The last column 

ore, an aplicac pag to reassess the purchasing power 

ofthe diferent a (taking each one in 

aggregate) in terms of 1938 values, expressed as an 

index which was 100 in 1938. “Profits, interest and 
rent” include: professional ¢ and farmers’ in- 
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fortunately, the numbers of wage-earners and salary- 


earners are not distinguished in any manpower statistics. 


For wages, there is a better guide to the size of the 
avérage pay packet in the twice-yearly surveys made by 
the Ministry of Labour of industrial earnings of manual 
workers which, while excluding some important indus- 
tries (notably coal mining) and agriculture and the whole 
range of non-manual occupations, nevertheless cover a 
large number of wage-earners. Table III shows some 
of the figures of earnings, before and after adjustment 
for direct taxes paid and for price changes. The average 
wage-earner has kept ahead in the race against prices— 
but men not as muchas other workers. If the wage- 
earner is a family man paying little or no income-tax, 
he will have fared even better than the figures indicate. 


- Throughout these comparisons no account has been 


taken of increased social services, although the: dae 
contribution has been deducted as a part 
taxation. 

* 


The: position of the average salary-earner is not known 
so exactly, but there is no doubt how he stands in re- 
lation to the wage-earner. The numbers of salary 
earners would need to have fallen by 15 per cent between 
1938 and 1948 if, individually, their average standard 
of living was to be unchanged. This has certainly not 
happened ; it is generally believed that the numbers have 
actually increased, perhaps by some 5 or 10 per cent or 
even more. In that case, the average salary-earner would 
be even worse-off than the figures of aggregate salaries 
in Table II would suggest. 

The average rise in the prices of consumption goods 
which has been used to adjust incomes in Tables II and 
III is shown in the White Paper and covers all goods 
and services bought by the public. Between 1938 and 
1948 the rise was 80 per cent. Because of different 

nding habits, it may well be wrong to assess the 
cherie in the cost of living for wage-earners and salary- 
earnets alike. No official figures can help to decide, The 
interim index of retail prices, although not labelled as a 
cost. of living index, is related to working-ciass budgets 
and has replaced the discarded Ministry of Labour work- 
ing-class index. The interim index is the one to which 
the wages of about 1,500,000 workpeople are linked 
by sliding scale ements. But it only started in 
1947. Still less is known about middle-class expenditure, 
for no large-scale surveys have ever been attempted. The 


TABLE IV.—EsrtimaTEp Cost oF Livinc INDICES 
(1938=1 














OE Nh i ie eae 

we Working Middle Class Prewar Income Groups ‘. 

" osen £250-350 E £350-500 | £500~700 e100 wove 
Average 1938... 100 100 100 100 100 
June, 19467... 155 161 167 171 
4947...... 161 168 174 180 184 
1948..... 180 188 194 199 

»  1949..... 179 185 192 1 


Giibcbicth ol Wai“ weeeae™ for higher incomes 
Se When less than half the house- 


hold expenditure is on essentials, there are obviously 
enormous variations in between different 


families. However, something is known about the prewar 
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generally felt to be true—that the higher the income, the 
greater the rise in the average prices of what is bought. 









the support of any section of the community. The 
is in the document, which is designed to explain the 
change of policy from “ nationalisation ” to “ mutualisation,” 
is on ing the agents of the industrial assurance com- 
panies that they have nothing to fear from Labour’s policy. 


Apart from this it is difficult to see how 
differ in’ its effects from nationalisation, 
eens Ten wane Coemninns: peel eead West wee!) 
does ae ceria ee ‘were the 
major objections to igi ogramme of nationalisa- 
tian, Sastie echoes dimeaiaiione tetas acho 
nationalisation, will seriously undermine the confidence 
of the rest of the world in the British insurance industry 
and jeopardise its foreign i since the pamphlet makes 
i lat it i industrial ies, not 
simply their industrial life business, that is to be taken over. 
In the second place, because Labour is so anxious to placate 
the workers within th industry it has committed 


is to 


¢ insurance i 
itself to promises of security which make it quite certain that 
mutualisation will make none of the economies of staff or 
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: . E we 
omits earlier references to the redistribution of wealth already 
accom lest. “the rich” should: present a 
less obvious target ? jas 

The ‘most’ ‘disa feature of the manifesto is that 


the elector to assume that it has no clue to this, the decisive 
question of the next five years. 


There are good things in Labour’s policy, ‘not only gener- 
ous aspirations but practical propositions. If unreason and 
ignorance are summoned to the polls, Labour is not alone 
in having found them invaluable allies, But the party 
wt ieeae oir aa alate ae Mm? 

the informed ‘and constructive Pat eecain of ‘the whole 


foster intolerance. ‘The building of social democracy calls, 
among other more tangible constructions, for a new technique 
in the electoral parlour game. 


& = * 
The Less We. Are Together 
The manifesto’s treatment of foreign policy is both per- 
Necne ie en e AE it is intended to disguise from the 
elector the great and a ip influence that relations with 


other coun: 


of ‘course, with the United States 








Mao in Moscow 


In a speech to the National Press Club on January 12 
Mr Acheson asserted that the Soviet Union was trying to 
attach to. itself four northern “ areas ” of China ; the process, 
he said, was complete in Outer Mongolia, nearly complete in 
Manchuria, and in its catlier stages in Inner Mongolia and 
Sinkiang. Mr Acheson emphasised this Soviet encroachment 
in defence of his own policy towards China ; he argued that 
America must out of any further intervention in China 
so that the attention of the Chinese people could not be 
diverted from Sovict actions into anti-. channels. 


The hope is evidently that, if China is left alone and not 
subjected to any interference from the west, it will soon 
quarrel with the Russians over the northern borderlands. It 
has, however, always been somewhat difficult for cither 
Britain or the United States to deplore the Russian encroach- 
ments, for the basis of both the final separation of Outer 
Mongolia from Chinese sovereignty and the economic 
stranglehold of Russia on Manchuria was the secret agree- 
ment at Yalta, to which President Roosevelt and Mr Churchill 
were parties. The Chinese Communists bear no 

bility for the cessions made to Russia in 1945, and 

it may be admitted that Mao Tse-tung would 
increase his popularity in China if he could obtain a revision 
of the treaty in China’s favour, it is not so easy to persuade 
the Soviet Government to surrender treaty rights—which in 
Moscow’s view Communists ought to be more, and not less, 
ready than other people to observe. 


Certainly the Communists have not been leading the 
Chinese aghe. to expect any concessions in this field ; Outer 
Mongolia has been by China as a sovereign state 
and there is now no basis for any Chinese claim to it, while 
on the subject of Manchuria the newspaper = Kung Pao, 
formerly China’s most respected i t journal and 
now used as a Communist mouthpiece, explained to its 
testers that the Russian scquseiions int Mamchurte were quite 
proper because 


these. measures were neenaesy ot bees watch over e 

of Ja ascism ‘or preventing the 
‘ein ot Acacia Meapeddalicn te estaba bases’ fa 
Manchuria for attacking the Soviet Union. 


The long duration of Mao’s stay in Moscow. is pro- 
bably to be explained by the desperate economic needs of 
China and the hard bar which, as the East Euro- 

satellites have disco must precede any Soviet 
aid to even the friendliest fo states. The indications 
are that the Soviet Union may to supply China with 
capital goods from German industry—including west 
Germany, if its industrialists will accept, or be permitted 
under the terms of Marshall Aid to accept, a Communist- 
controlled clearing system. a any case the Soviet Govern- 
ment will retain for itself the san grt Soraagepm ee 
the making of trade agreements between 
Germany or the European Cominform cnt? han 
rigorous political terms will certainly be imposed for any 
economic assistance rendered, and the action taken against 
American cons bas. propesny, Wes, Beles f Gotan eee 
of Mao to prove his anti- sincerity. 
seems to have spent a he Wiest i ade 
with so many urgent tasks ing him in his own country, 
but as affairs in Sa ae aia mene amie 
hands of Liu Shao-chi, the Kremlin is no doubt well 


pleased 
to prolong its hospitality to Mao as long as may be required. 
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New Approach to the Atom? 


Mr Acheson has told a press conference in ! 

that the United pst erin geen ia pe 08 mage 
its plans for the international control of atomic t 
does not seem likely, however, that this statement put 
an end to the rumours and fears that have spread through 
the American community in recent ; start of 
them has been the highly “unsecret” secret of the possible 
manufacture of a new bomb, in which hydrogen would be 
used, and which would be unpredictably more powerful than 
any atomic bomb yet created. The lay mind is a little punch 
drunk at the horrors of possible atomic destruction. Morally, 
too, it is worried by the possible creation of power. whose 
only purpose can be the obliteration of life, Atomic energy, 
at least, can ultimately be es for industrial purposes. 
It appears that the fission of hydrogen can be used for 
nothing but destruction, 

It is natural when dark fears and questionings torment 
the public mind that responsible men, both scientists and 
politicians, should look again at the problem of the control 
of atomic energy. Some of them, including, it is said, 
Mr David Lilienthal, the ou chairman of the Atomic 
Energy Commission, believe that a new attempt to negotiate 
with Russia should be undertaken. It is true that the Baruch 
plan of control, which Russia has consistently rejected, was 
accepted by all non-Soviet nations as the only feasible form 
of control but, whereas in the last year, the Russians have 

made one or two concessions designed to strengthen the 
international supervision of atomic energy, American official 
thinking has remained unchan wand, eccording to Mr 
Acheson, still remains so. In , the American case is 
strong, but logic may weaken in ace of widespread public 
alarm. ‘There will undoubtedly be a growing tendency to 
peosig Barge fino fix Keen". ite oat ech 
some hope of agreement is perha er 
satatacoacy scheme which is certaia to be 
cannot postpone even for a year the toRepowivg arms race. 


® * * 


Soviet Death Penalty Resteved | 


Last week it was announced that elections are to be held 
in the Soviet Union. Now it is said that Soviet workers are 
working harder in honour of the event. In due course it 
will be announced that the unopposed candidates have been 
recuened by sayiiieg upward Sf 97 oot See Sta 
functioning of the Stalin Con- 


of domestic harmony by announcing i 
restoration of the death penalty for traitors, spies and 
saboteurs. 

Two lines of speculation about this latest measure have 
been suggested. The first is that Stalin is now 


a spectacular trial in the Soviet Union itself which will require 
nothing less than a death penal at eae The second 


> 


THE ECONOMIST, , January 21, 1950 


iiinlghe be onus oo aacleeald 
the Soviet statements on this subject. 
sted’ vied: “vedichend tr ebips, "e906 “anand ble ac, 
punishment had always been a temporary expe in the 


ane ne Sane eee If the 
been brought back it is because the Politburo considers 
dues than tesneagetldieneatans it. For there should 


Liberals and the Trade Unions 


It is courageous of the Liberal Party to have issued at 
this moment the report* of its commission on the trade 
unions, for it is unlikely to win the approval of the powerful 
elements in the trade union movement. The Liberal Party 
is temperamentally and poy able to undertake inquiries 
—as it did in she case of old ith a detachment 
which is impossible for the two major aspirants for political 
power. In this report its commission (which was made up 
largely of business men and trades unionists) has concerned 
itself not with economic questions but with questions of 
union organisation, ~ political activity and the protection 
of the worker and the eee 
be extremely unpalatable to the 
tting that bigness is not necessarily 
hecratol ie vicis with slag tee vendiuey of te larger general 
unions to get larger still and it would set up an arbitrating 
body to protect ¢ small unions t the rapacious appe- 
tite of the big unions. ‘concern of the Liberal 
Party for the craft unions is not wholly altruistic: the skilled 
workman, who has seen the wage differential between 
skilled and unskilled labour being gradually narrowed under 
pressure from the general unions, may be losing his loyalty 
to the Labour Party and the TUC. "nie ‘repeet thakes 8 
number of £ peopests for ne the methods of demo- 

ty within a union, including 


- the sbolition to the block vote. It makes recommendations 
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Co-operation and State Socialism 
“Building the New Britain” is the title of the Co-operative 
Party’s policy statement which was published last week. It 
is not couched in terms of an election manifesto, because of 
the party’s parliamentary allegiance to Labour, but it serves 
Beginning with a review of the difficulties 
and achievements of the Labour Government, it . in 
admirably simple, if somewhat dogmatic, terms the Sociali 
case for employment, food subsidies, high direct taxation 
of industry. It 
asserts the ethical superiority of the principle of fair shares 
over expedients which take the form of “ bribes to the few,” 
and the economic effectiveness of workers’ consultation and 
“ industrial ” in preference to the old carrot-and- 
stick incentives. Thus far, apart from one or two critical 
references to purchase tax or agricultural marketing boards, 
Bet kes mw < ateme 


The interesting a of the pamphlet, however, is its 
second half, with co-operation itself. 
The real iss ch is still to resolved between co- 
ph psn Socialists is the right of a section of 
the community to shoulder the responsibilities and bear the 
risks of self-supply and self-government in particular indus- 
tries where consumers feel this to be preferable to state 
socialism. The Co-operative Party has here gone some way 
to clarifying its claims. It suggests that where some sort of 
social ownership is decided upon for an industry, unless a 
centrally administered monopoly is essential any units already 
working on co-operative lines should be exempt from 
nationalisation. Co-operation, in fact, is as much a form of 
socialism as is state control, and, in strongly localised indus- 
tries or those with a limited class of consumers, it is the 
preferable form. Although this argument is cogently pre- 
sented, it loses a good deal of its force by not being applied 
to concrete cases. It contrives in this way to ignore the 
awkward fact that the Socialist’s argument for social owner- 






THIS... 1S THE SIGN OF 


A member of the 
Wholesale Textile Association 













He stabilises production for manufacturers, 
and takes the risk of buying, storing, selling, 
delivering and financing their goods. 


He cheapens the cost of distribution by lessen- 
ing the number of transactions. 

He saves the manufacturer having to interview 
thousands of retailers and send out thousands 
of small parcels. 


He saves the retailer having to travel round 
innumerable factories. 









He distributes the products of the factories 
through the retailer to the consumer with as 
little waste as possible. 
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is in every case that it makes possible the presumed 
edeuningneah checlene sentulaanaie 
Sac e eae ee 
they say that co-operative principles “ are too si 

social content to be regarded merely as instituti doctrine.” 


: 


environment and his responsibility for it is a refreshing appeal 
to common sense. 


* x * 


When Will Rationing End? 


Speaking to the Fabian Society this week, the Minister 
of Food spoke jubilantly on the ending of the world food 
crisis and the ending of the dollar crisis in so far as it 
affected Great Britain’s supplies of food. The con- 
sumption of different classes of food in 1949 compared 
with 1938 is shown on the accompanying chart. In the 
second half of last year, the consumption of oils and fats 
had actually passed the prewar figure. Mr Strachey’s 
jubilance ought to be diminished somewhat by the unrelia- 
bility of the estimates of prewar consumption on which his 
comparisons are based. Nevertheless, most people will agree 
with him that supplies of food, in bulk, are now adequate 
however much some may want more of this or that com- 
modity, and however much some will disagree with him that 
the end of the world food shortage is mainly due to the 
Ministry of Food’s policy of bulk buying and long-term 
contracts. 


But if total supplies of food are now adequate, what comes 
next ? Whichever party is returned after February 23rd 
will have to decide what form food policy will take now 
that it is no longer governed by world shortages. There 
ate some things that could be unrationed immediately and 


BUSINESS MEN with urgent appointments in Paris catch the Night Ferry 
at nine o'clock from Victoria, sleeping their way over the Channel without 
leaving the train and arriving in the heart of the French capital just after 
breakfast on the train. It is possible to return by the Golden Arrow at 
12.20 p.m., arriving back in London in time for dinner. Another outward 


- journey is by the Golden Arrow, which leaves Victoria at 9.30 a.m. and 


gets into Paris just before dinner. Either way offers courteous personal 
service, punctuality, regularity and an opportunity for rest and refreshment 
before getting down to business. 


For tickets, reservations etc. epply Continental Enquiry Office, 
VICTORIA STATION, London, S.W.1, or principal Travel Agencies. 


Travel LONDOW-FATHE by 


NIGHT FERRY GOLDEN ARROW 
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with advantage. The obvious examples are margarine and 
cooking fat. Many people are not taking up their rations, 


and the abolition of rationing would enable of their 
shares to be distributed to those who find we 


if the subsidy were removed or lowered. Others are border 
line cases, which could probably be unrationed with safety 
even at present prices. The points system, which six months 
ago might have been extended to make a halfway house in. 





1938 


Cetra ree 


the unrationing process, has now outlived its usefulness and 
might wel! be abolished, 

The end of a large part of rationing, which in logic seems 
inevitable although some time ago Mr oe discounted 
the likelihood of any derationing this year, will put the 
future of the Ministry of Food in question. A note on page 
160 discusses the recommendations of the Select Committee 
on Estimates on the Ministry’s tr activities. Whatever 
the fate of these, the end of rationing, whether it comes 
this year, next year or sometime soon, will remove its 
main function, 


® * x 
Rake’s Progress in Germany 
Federal Germany’s performance as a member of the 

European recovery programme is causing some anxiety to 
those who look ahead. The effect of liberalisation policies 
on its foreign trade (which is described in an article on p. 140 
of this issue) is only one sign of the rake’s a. 
going on. With few there is sign of an 

“export drive.” It is still the main object of manufacturers 
and traders to charge the home public prices that will 
enable the seller to recoup lost capital, and re-equip him- 
self on a standard better than that of — days. The 
home market is still good—though more more are trying 
to share the existing slice of small, rich cake. The German 
trader prefers selling a limited amount of high-priced goods, 
to entering the mass production market and supplying the 
‘common man. In the Republic’s cities there are plenty of 
Ritzes but no Lyons. 


The market for all but goods of the best quality is dwind- 
ling. Rationing—which has in been 

for a long time past—can be 
March 1st because there is no 

to absorb the ae of the better 
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§0 per cent last year), but prices ‘have iiot shows & corres 
ponding drop. 


Western Germany has in fact bounded’a year ahead of it 


— estimates of its food he day whe is’ making 
attempt to prepare itself when: Marshal! 
, Aid ends. blot: aly: io shows eeninaagubce slave to export, 
but little is being done to increase the output of the country’; 
agriculture, which is backward by: American: and British 
standards. Both businessmen and will have to exert 
themselves to cut costs. The : facts are that German 





pore ano ir ete 
greater part of which consist of wheat. 

The Germans are inclined to be hopeless about the chance 
akan da dhice supenet -atliggaes cuaidapelec Marsa 


desirable to expand exchanges between the western European 
countries ? Trading cameras for cauliflowers is all very well, 
but the cameras might have been sold to Argentinas or 
Russians, the people who supply, or — supply, us with 
wheat.” Clearly this line is economically well- 
founded and politically full of dangers for the west. 


* *% x 


A Rest from the Veto 


Within a week Soviet delegates, closely followed by their 
obedient satellites, have walked out of all councils and com- 
missions at present sitting at Lake Success. say that 
they can no longer sit at the same table with delegates of 
Kuomintang China. How t and how final is their 
decision? It is not clear how they will persist in this 
attitude or what they can hope to achieve by it. Even the 
Jugoslavs, who hold no briefs for the Chinese Nationalists, 
are doubtful of the usefulness of the Soviet action. 


A more actual question is whether the Security Council 
can get on with its work while the Russians stay away. 
Once before they confronted it with a similar problem. In 
1946 Mr Gromyko left the council table during a discussion 
on Persia’s complaint against Soviet machinations in Azcr- 
baijan. On that occasion the council, taking as its text 
article 27 of the Charter, which says decisions require an 
affirmative vote of 7 “ including concurring votes of pet- 
manent members,” decided it could not take decisions of 
substance while one permanent member ih the Big Five was 
i ae much water has rolled under the bridges since 


several occasions one of the big Five has abstained 
from voting on a major decision and abstention has not 
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Winston Churchill’s 






(JAN. 1941—JAN. 1942) 
“THE GRAND ALLIANCE” 


Twelve devastating months of world history 
recorded in the matchless prose 
of Britain’s greatest statesman. 


The German attack on Yugoslavia —correspondence with Stalin—the 
—on Greece—on Crete—on Russia— sinking of the Bismarck—Wavell and 
the mission of Rudolf Hess Auchinleck—the Atlantic Charter — 


—Rommel’s counter attack Pearl Harbour. 


The story behind these tremendous happenings 





Begins on exclusively in 
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candidates as, for example, Eire, Portugal and Italy, have 
hitherto failed simply on account of the Soviet feria which 
was applied because the western countries did not back such 
Soviet candidates as Bulgaria. To place this item on the 
Council’s agenda would be to achieve one of two resu! 
‘either some deserving members would be admitted, or | 
Russians would come running back, China or no China, 
establish their right to veto “ undesirables.” 


a 


is 


* * x 


Pattern for Poland 


The intellectual contortions and humiliations of charac- 
-ter which the Sovietisation of Poland is demanding of its 
political leaders have been vividly illustrated in The Times 
by articles describing the attacks made on Gomulka, former 
Secretary-General of the Polish Communist Party, before the 
executive council of the Polish United Workers’ Party last 
November. A notable feature was the admission by a 
Communist editor that by many peasants Gomulka is 
_ regarded as the hero of Poland and its defender against the 
~ Soviet Union. If this is true, then two things seem probable 


_in the near future: a trial of deviationists designed to strike- 


fear into people who hold such views, and a fresh attempt 
10 push the peasants further towards collectivisation. The 
- key man in this second matter is Mr Hilary Minc, who has 
attacked Gomulka as bitterly as anybody. 3 
But even he, as head of the State Economic Planning 
Commission and virtual economic dictator of Poland, 
may recall nowadays how many of his past pronouncements 
have smacked of Titoism. At any rate, he has felt it 
expedient to indicate, both by word and deed, that: he may 
_ be willing to depart from the comparatively sound, non- 
political economic policy which he has. hitherto. insisted on 
following—very much to Poland’s advantage. . He has recently 
struck. a blow at private retail trade—the last real outpost 
of private enterprise in Poland. The-network of state-owned 
‘ retail shops which is to be set up must eventually, because 














The Parental State 


There is now more than ever amongst literary men an 
inclination to make the government the schoolmaster and 
guide of the community, and invest it with the 
characteristics of a parent. It is called on to bring up all © 
the people in the ways of virtue, and protect every one 
from even the consequences of his own and his parent’s 
faults and vices. These are quite new functions for 
government to assume. They have not hitherto been 
exercised; they are not in accordance with any former 
theory or idea of government, which was considered to 
be merely the protector of natural rights previously in 
existence. The experience we have had of the success of 
government in the functions it has already exercised, is 
by no means favourable to its assuming all these new 
functions, and if they can only be exercised by the 
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__ it will not be 
| further as those in training for most of the technical pro- 
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of their superior resources, squeeze ‘and supplant the 
private shops ; and the openly avowed object of the “com- 
pulsory organisation of private trade ” which is to be set up 
is to integrate private retail trade into the state plans and to 
give the merchants and their employees ideological training. 





promise with capitalism, but is just like Soviet planning. 
He also tries to remove or confuse the impression he 
has hitherto given that he is not enthusiastic about the 
collectivisation of agriculture. He declares that the agricul- 
tural development of a people’s democracy must pass through 
two preparatory stages before it reaches the final 
collectivisation, and that Poland is now going through the 


second stage. He contends ee Stage in eastern 
Europe is comparable to that of the NEP im the Soviet 
Union under Lenin. | But the third stage .is definitely to 
come, in which all farms ‘would be collectivised and the 
kulaks liquidated. 


Since Mr Minc’s defence of a policy of collectivisation by 
Stages was i in Pravda it must presumably have 
Russian approval. It is obvious, however, ihat ing will 
depend on the vigour with which the policy is applied, and 
on the amount of resistance which it meets. Mr Minc may 
or may not have had a real.change of heart, but it is certain 
that the Polish peasants will remain most unwilling to fulfil 
the role allotted to them by the Kremlin. . 


* * * 


The Professors on Technology 


~ The argument about the place of technology in the 
universities has n given fresh material. “A Note on 
Technology in Universities ” (HMSO, 4d.) has been published 
by'‘the University Grants Committee as the result of the find- 
ing of a sub-committee evenly balanced between university 
professors of pure and applied science and eminent indus- 
tnalists. As such it must command respect. It is probable that 
it gives @ fair interpretation-of ‘the “university view ” on this 
subject in so far as this is seen by those who look at university 
affairs from the angle of the pure and applied sciences. 
Whether it equally represents university opinion as a whole, 
including that of the non-scientists, is more doubtful. But 
at least it-is likely to beyas good and as well-informed a 

collective opinion as it is possible to get. | 
It is clear that the sub-committee does not contemplate any 
radical alteration in the. present situation... The. foothold 
which technology had gained, with some 5,300 students before 
the war, has been enlarged, and there are now about 11,000 
students of technology. The ings of the Technical 
‘Personnel Committee of the Ministry of Labour (discussed in 
The Economist of January 7, 1950, page 17) suggested that 
necessary to increase these nu much 


ions are sufficient to meet the demand for their services. 
t does ‘the sub-committee of the University Grants Com- 





tec approve of the development of para-university institu- 
Massachusetts Institute of T 
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Planning the Consultant Service 


The Ministry of ee de eee published this week, in the 
focm “e's Sekai ce it bas given,to regional 
hospital boards since January, ae oe eee their 
consultant and specialist service. It. takes the. form. of, a 
trict semuuary, wacker Geom, ‘of the number of beds 
per 100,000 of the population in the hospitals of the 
region and the number of consultants and assistants required 
to serve both in-patients and -out-patients. 





Reading Reading it one cannot a the fe that those, 
responsible bot HR uidance..were ‘ina world. 
It is based on needs rather than on resources ; it gives, that 
is, eationatte of What would be required in’s ospital 
service, planned and organised from scratch without regard 
to The advisers certainly recognise that in some 
specialties there are not enough surgeons or physicians to 
staff the hospitals, but this is regarded as only a temporary 


* “The Consultant Service.” Stationery Office. 9d. 


Letters to 


The American. Press 


Sir,—The article, EDs Fes ae: from your 
the December 31st issue 
ble astonishmen 


Arab Information Office to 
the food of Zionist adverisements docs not suggest 10 
absence.” . 


So far as The New York Time is concerned, the implication 
of this last sentence. is 






The New York Times published an: 

The Arab Office, Washington, D.C... aed peerte 

ments related to the situation in Palestine. The New York 

Times has no record of any other advertisements sponsored 

by the organisations or from the Arab Information Office. 
ee ee 


, tion. —Yours faithfully, 


1946, a Ben Freed- . 
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TAY io cuentas ought OMe UNOS TORE Of 
money manpower, t to be priority. 
point of ‘detail the criticism war tee Pe, Sa Oe oe 
“ guidance ” gives no hint that boards should 

tuberculosis as a 
snes. of enpency 5 indend, the contac Js sateer Se, seb 
way, for the former tuberculosis See nen 
who was the focal point in the detection and prevention of 
tuberculosis before the health service was introduced, is to 
become the chest physician, a consultant for all diseases of 


persed. A large section of medical opinion regards the 
merging of the tuberculosis service with the general hospital 
service with anxiety lest the treatment and prevention of 
tuberculosis should lose what priority it had and the attitude 
of the Ministry of Health, as revealed in this booklet, will 
increase these fears. 


It may be argued that a blueprint of hospital development 
drawn up on needs at least gives a'good indication to regional 
boards of what they must plan for. But experience has 
shown that when new facilities, in the shape of a new unit or 
department, have been provided, the demand for them is 
often far ee than had been allowed for.. There is cer- 
tainly a place for planning in the establishment of a national 
consultant service, But it should bear a closer relation 
to facts. As it is there is reason to think that the 
of the consultant service has got out 4 hand by the appoint- 
ment of more registrars than can be expected to obtain 
consultant. posts when they have finished their. traini 
The Ministry of Health should follow the recent examp e 
of its counterpart for Scotland and provide a factual survey 
on. this. point. 


the Editor 


investigate. In the meantime, the advertisement was pub- 
lished by the Herald Tribune on May 2nd. The advertisement 
stated that in the “League” were representatives of the 
Christian faith, persons of Arab ancestry and persons of the 
Jewish faith. But The New York Times’ investigation dis- 
closed that the only Christian sponsor was Mr Freedman’s 
wife, who was a Catholic. Mr Freedman represented the 
Jewish faith and a Mr Katibah, Secretary of the Institute of 
Arab-American Affairs, represented the Moslem faith. 


In the first advertisement the address given as the home of 
the “ League” was that of an advertising firm through which 
Mr Freedman had placed the advertisement. Immediately 
after the publication of the advertisement the firm refused to 
accept further orders so long as its address was given as the 
League’s headquarters. A. subsequent address proved to be 
the office of a public stenographer whose business was to 
provide desk space, a mailing address and a *phone rental 
service for a small monthly fee. 


As a consequence of its inquiries The New York Times 
declined to accept Mr Freedman’s advertisement for publica- 
Currron DANIet, Jnr. 
_The.New York Times, 
Fleet Street, E.C.4 
[Out American Staff comment on the above letter as follows: 
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which the results of the New York mayoral election diverted the 
interest of the public from any other topic. Considering the large 
number of advertisements from Zionist organisations printed in the 
New York press and the controversial nature of the contents of 
some of them, we agree with the Arab Office in thinking that the 
date of publication and the removal of such harmless matter suggest 
a reluctance on the part of the New York Times to allow the Arab 
Office to use its limited funds in the most effective way for the 
presentation of the other side of the case. 


The article could have referred to the actwal refusal of other 
papers to accept any Arab advertisements at all, but the purpose 
of the article was not to hit easy targets, but to point out where 
even the best papers have sometimes failed to achieve the standards 
claimed for the American press. The three morning papers men- 
tioned by name in the article, the New York Times, the New York 
Herald-Tribune and the Washington Post, are the three besi in the 
United States, and it was precisely for that reason that they were 
used as examples.] 


Pakistan and India 


S1r,—Would you please permit me to correct some of the 
facts in Sir Firoz Noon’s letter on the above subject in your 
issue of January 7, 1950? 

(1) He maintains that India is starving its millions for political 
reasons even when Pakistan is ready.to sell wheat.. At the 

_ current rate of exchange Pakistan wheat works out (excluding 
transport costs) at Rs. 1 per bushel more than American or 

Australian wheat (including costs of transport). The reason for 

non-purchase is, therefore, economic and not political and we 

are able to get all we want from Australia and elsewhere 

(2) His real anxiety is that we are not underwriting private 
incomes of big landlords like himself in Pakistan by buying at 
whatever prices Pakistan dictates. This is not India’s business. 


(3) He says that at the time of partition Hindus removed from 
the’ West Punjab all banks, cash deposits, etc.. etc. The real 
fact is that Hindu property estimated at about Rs. 4,000 crores 
still remains blocked in Pakistan. Real estates apart, this 
property includes investment in securities, shares, gold and 
jewelry and bank deposits, most of which are blocked by Pakistan 
ordinances. 


(4) He maintains that India is trying to break Pakistan’s 
economy by a boycott of trade. The simple fact is that we buy 
from Pakistan Rs. 117 crores worth of goods annually, of which 
_¢ about Rs. 85 crores represents the value of jute. We cannot buy 
jute at the prices fixed by Pakistan becaue we cannot sell the 
manufactured goods on the basis of this cost. It is purely an 
economic consideration. 


(S) He maintains that the holding up o/ jute is actuated by 
considerations purely affecting vrivate business and that the 
Pakistan Government has no hand in the hold-up. The fact is 
that jute was loaded in steamers by the private merchants—jute 
which was paid for in cash before devaluation—and it is this jute 
which is held up by the Jute Board, which is an agency of the 
Pakistan Government. They have also held up in-transit jute 
coming from Assam to Calcutta and are now agreeable to let it 
go when India replied by withholding coul.—Yours faithfully, 


Bombay K. S, Mant 
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The: Commonweal th Fund::' 


Sm,—In your issue of January. 7th, you refer to-the ‘three ” 
Fellowships for Civil Servants. offered. by the Commonwealth 
Fund of New York. In 1950, five Fellowships are open to 
Dominion Civil Servants, two to Colonial. Civil. Servants, and 
five to Home Civil Servants—three for the administrative 
grades and two for the technical and professional grades. 


May I take advantage of this explanatory letter to inform 
your readers that the London headquarters of the Common- 
wealth Fund at 35 Portman Square has recently been named 
“Harkness House”? The many men and women in this 
country who are indebted, directly or indirectly, to the 
Commonwealth Fund and to the Pilgrim Trust, will be glad 
to know that the name of the late Edward S. Harkness is now 
commemorated in London.—Yours faithfully, 

S. Gorey Putt, Warden 

Harkness House, 35 Portman Seow, W.1 


The WEA 


Sir,—The Note in The Economist entitled “Classes Without 
Workers ” impels me to the retort that though there may not 
be as many manual workers in WEA classes as we should like 
to. see, that is quite a different thing from suggesting that the 
WEA is running classes without workers. 

I should have thought that The Economist above all papers, 
would have recognised the immense changes. which have taken 
place: in the ratio of industrial and professional occupations 
and would have appreciated the fact that professional workers 
(shop assistants, postal workers, railway clerks, etc.) are just 
as much legitimate material for adult education as any other 
type of worker. 

The WEA itself, of course, is largely to blame for the mis- 
conceptions which have arisen with regard to its services to 
the community, and what is obviously very necessary is a 
complete overhaul of a statistical basis which makes it possible 
for so much misleading comment. That, however, is a small 
point. What is important is the surprising comment in which 
you suggest that the receipt of a grant from the Ministry of 
Education and from a body like the National Union of General 
and Municipal Workers, makes it difficult for us to decide 
between “ propaganda and pure instruction.” We are not very 
much concerned with pure instruction, It is not our business. 
There has not been the slightest difficulty because the grants 
have been given for quite different purposes. It is an estab- 
lished tradition, of which we are proud, that the WEA has 
been able to retain its independence and its non-party, non- 
sectarian approach, without either direction or interference 
from the Ministry of Education and that the grants from the 
Ministry have been given on no other condition than that the 
movement should retain its objective outlook. 


It has also been the proud boast of the WEA tha: within 
te last few years the trade unions ‘have expressed their 
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appreciation of the work of the WEA by coming to its assist- 
ance in a financial crisis. The unions have not expected the 
WEA to undertake propaganda, and. would have been the 
first to resent it. 

Finally, we ourselves recognise that the Association must 
meet changing conditions, No movement has been more 
honest in examining its own position, but I hope that the last 
conclusion we shall reach will be to decide that a voluntary 
movement, democratically controlled by its own members, 
offering facilities for the discussion of controversial and 
tendacious subjects, can be “ fitted into the schemes of after- 
school. education.”——-Yours faithfully, 

E, Green, General ee 

The Workers’ Educational Association, 

38a St. George’s Drive, S.W.t» 


Books and 


Economic History 


«The Growth of English Society,” By E, Lipson. .A. and 
C. Black. 448 pages. 215. 


Ir is interesting that both Mr Lipson and Sir John Clapham 
in their mature years should turn to that most difficult of 
academic tasks, the short economic history. The need, like that 
for a satisfactory introduction to economic theory, is great, 
but, in contrast to economics, the attempts have been fewer 
and, on the whole, more successful. This is due, undoubtedly, 
to the tradition that the mature scholar is the only person fit 
for such a project. There have recently been some valuable 
contributions in this field from Professors Clark, Ashton and 
Clapham ; and now Mr Lipson has condensed into one volume 
a life’s reading and writing of economic history. It is not a 
work of original research, and those who are familiar with 
the author’s other writings will find themselves treading familiar 
ground. Nor-is it,-as the title suggests; a ‘social history. Its 
contents are best described by the sub-title, “A short economic 
history.” Within the inevitable limits imposed by the demand 
for brevity and completeness, for generalisation and accuracy, 
Mr Lipson has written an excellent, and to date, the best 
account of English economic Gemsopmeny, from the tenth to the 
twentieth century. 

Mr Lipson’s methods are traditional.. He. divides his sub- 
ject chronologically and analytically into four periods; the 
corporate middle ages, the planned mercantilist age, the laisser 
faire Industrial Revolution, and the age of revived economic 
nationalism. In so far as economic history can be divided into 
periods, this arrangement, now sanctified by usage as orthodox, 
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William Thompson 


S1r,—May I inquire through your valuable columns whether 
any reader has any information about the socialist, economist, 
co-operator and writer on social questions, the Irishman, 
William Thompson (1775-1833)? Though largely forgotten 
today, he played an interesting role in the social thought and 
ideas of his time. 


I am engaged in research on Thompson, and his ideas, and 
would be extremely grateful to know if amy reader knows of 
any letters, manuscripts or other writings of William 
Thompson, or of his co-workers, such as William Pare and 
Mrs Wheeler.—Yours faithfully, 

Ricuarp K. P: Pankwurst 

“ West Dene,” 3 Charteris Road, Woodford Green, Essex 


Publications 


is the most satisfactory for Mr Lipson to illustrate his thesis of 
the “ebb and tlow ” of economic life, and, in particular, of the 
cycle of state control and individualism, which is elevated to 
the status of an historical law. On this basis Mr Lipson exhorts 
us “to profit by the experience of the past,” and to return to 
“a free commercial system, and . . . the spirit of initiative and 
enterprise.” However, the pattern, even with admitted 
qualifications, is too rigid, and there is a false impression of 
uniformity in the idea that English history since Elizabeth 
can be divided into periods characterised respectively by plan- 
ning, individualism, and revived planning. Again, Mr Lipson’s 
approach is historical, and not theoretic. This resistance to the 
dehumanising of economic history is admirable, but it has alse 
its disadvantages. The “new economic history” is in that 
intermediate position where it is sufficiently technical to baffle 
the historian and not sufficiently well documented to attract 
the economist, but Mr Lipson makes no contribution to this 
interesting methodological problem. 


On points of detail, also, Mr Lipson’s interpretation is some- 
times questionable. His belief in competition, for example, 
leads him into error, It is doubtful that the “golden age” 
of English agriculture can be attributed to the healthy effect 
of international competition after the repeal of the Corn 
Laws ; or that Britain’s present plight can be blamed entirely 
on to the abandonment of gold and of the open door in com- 
merce. Again, Mr Lipson is fond of re-arguing dead issues, 
No one these days believes that mercantilism was an inappro- 
priate policy for its age, or that Adam Smith was the origin- 
ator of laisser faire. On the other hand, there is not a topic 
of importance that has escaped Mr Lipson, and some of his 
chapters, on the Free Trade movement, for example, must 
be considered as important essays in interpretation. 


Unsorted Impressions 


«Instead of the Brier” By Anne Dacie, ‘The Harvill 
Press, Limited. at a a 
THE author of this we 
war to see for herself what 
and reconstruction of waf- 
Jugoslavia. She worked itt ist DP “camp established 
by the Allies near Bari. Late Jctober, 1945, she went to 
Jugoslavia, partly as a newspaper correspondent and partly 
to write reports for the European officeof Unrra, She was 
forced to retreat to Trieste after about eight months, having 









fallen out of favour with the Jugoslav authorities, But she 


had made such enetgetic use of the time at her disposal— 
visiting five of the six federal republics of Jugoslavia and 
being the first foreign journalist to penetrate into the Jugoslav 
zone-of ‘Trieste—that~she finally left Belgrade with her mind 
and her notebooks fairly bulging with experiences and 
impressions. Unfortunately she never seems to have managed 
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to sert them out and decide which were worth keeping and _— in the days before the Chicago convention of 1932, did not 
which were better discarded. The result is that one has to disdain his aid, although afterward he found it embarrassing 
plough through a great many rather tedious irrelevancies such —_—_to repay the political debt in the coin Mr Curley thought he 
as the author’s frequent disagreeable encounters with bugs had earned. 

in her bedroom and her one highly agree::ble encounter with Mayor Curley’s financial pyrotechnics were, of course, breath- 
Russian officers when stuck in an hotel lift, in order not to taking ; patient, determined men searched through mountains 
miss the really interesting descriptions of Jugoslav places, of papers for years hoping to find the trail that would lead to 


> 


people and conditions just after the liberation. his downfall. Mr Dineen has been a critical student of Curley 
. and Curleyism for 30 years. But, his account goes at such 
Last of the Bosses breakneck speed, that it can produce little in the way of a 


balance sheet of profit and loss. What he does suggest is thar, 
“The Purple Shamrock.” By Joseph Ff. Dineen. W.W. Curley or no Curley, a feeble and archaic city government, 
Norton. New York, 322 pages. $3.75. coupled with meagre salaries for government servants, made 
Tuts is the unvarnished tale of a very remarkable man, Mr _ corruption and mismanagement imescapable. Mayor Curicy 
James Michael Curley, four times Mayor of Boston, twice at least had the vision and energy to make them yield some 
gaoled, once Governor of Massachusetts, once a Congressman. tangible benefits to the people of Boston. It is now the time 
He was the last of the old-style bosses to lose his throne ; but of Curley’s enemies to prove that a “reform” administration 
though he was defeated last November in a bid for @ fifth term, can provide both clear and effective government. 
he rolled up more votes—at the age of 75—-than ever before. 


His political audacity is still unquenched. Even this book— he . 

fair and objective, and therefore hardly a campaign biography— Shorter Notices 

was turned to good account on the platform. “The London Mystery M i 1950.” Distributed b 
Mayor Curley rode into political powcy; on the waves of . 9S = y 


wee ee ‘ ; Hulton Press and printed by Hazell, Watson and 
Irish immigration that swamped the old Bosion aristocracy, and Viney. 128 pages. 2s, 6d. 
in a political career that has lasted $0 yexis, has lived to see as oe a . 
the Boston Irish themselves throw up tn qciammeracy: that © L't Sxigencics of paper rationing—shortly tobe abolished—have 


found Curleyism an embarrassment. Loy: son of the Church ee ene 0 je nee lip mia ee 
though he is, the hierarchy disowned him. in the end. But if therefore to be welcomed on this ground alone.. But to judge from 

Mr Curley had been purely a Tammany organiser, even though _its first numbers, it should be well received by the enthusiasts for 

one of genius, he would never have secured the hold on Boston’s both detective and adventure stories as a well-designed and edited 

affections that survived even a penitentiary sentence for fraud. pocket magazine which may fill the gap to be left by the departing 

He was, to a real extent, a New Dealer before Roosevelt, a Strand. 

believer in public works and public action in the day when *% Account Settled.” By Dr. Hjalmar Schacht. Weiden 

most political bosses were still thinking in terms of soup feld and Nicolson. 322 pages. 15s. 

kitchens and coals and blankets. He changed the face of Tuts book was reviewed in The Economist of March 5, 1948, 

Beston, gave it roads, bridges, hospitals. and playgrounds. If after its publication in Hamburg, in German, under the title of 
' he took his cut, he gave value for it. Even Mr Roosevelt, “ Abrechnung mit Hitler.” 





WHY VOTE YOUR WAY? 


THE GREAT DEBATE IS ON! 


ISSUES VITAL TO BRITAIN ARE BEING THRASHED OUT IN. THE 
NEWS CHRONICLE BY LEADING MEN AND WOMEN OF ALL PARTIES 





“INCLUDING: 
C. R. ATTLEE, M.P. CLEMENT DAVIES, M.P. 
HERBERT MORRISON, M.P. ANTHONY EDEN, M.P. 
; LORD BEVERIDGE ~~ ~ HAROLD MACHILLAN, MP. 
” SIR D. MAXWELL FYFE, MP. HARRY POLLITT 
Week commencing Monday, january 23: ¥ 


Only a Coalition government of “all the talents’ can save the nation from disaster: - 
YES: LORD ELTON a 

7 NO: EMANUEL SHINWELL, MP. _ 

_ . Would another Labour government be the best guarantee of full employment? 

fa YES: G. A. ISAACS, ™.P. 

NO: R. A, BUTLER, 4P. 








THE £CONOMIST, Jenuary 21. 1950 


133 


AMERICAN SURVEY 





Electioneering and Economics 


(From. Our. American Staff) 


RESIDENT. TRUMAN, sending his three statutory 
messages to Congress at the opening of its new session, 
and dealing in turn with the state of the nation, the economy 
and the budget, told, three times over, a story of great success 
achieved in the past and of confident hopes for still better 
things to come. Such optimism appeals to Americans at 
any time, and never more than now, when the world’s 
problems blow around them from every corner of the com- 
pass and the memory of depression still lingers behind their 
present buoyancy. 


The President’s beguiling thesis is one not only for today, 
but also for tomorrow. His 


argument. starts from the 
confident assertion that the 
risk of an economic recession | ———————_-—- 
was overcome in 1949 and 
that business activity and 
employment can be kept at 


. . . B et R — 
satisfactory levels with little ] © ‘Direct taxes on individuals ............ 


Direct taxes on Corporations ........... 


Excise taxes 


difficulty. It goes on to main- 
tain that conditions overseas J PyRicyment (ak 
ate improving, and that the Proposed lngistation 
amount of foreign aid re- 
quired to preserve peace and 
stability will diminish fairly 
rapidly from now on. For 


Miscellaneous receipts :— 


insurane* trust fund :— 
Existing legislation 


SUMMARY OF US BUDGET 
(Fiscal aeps beginning July Ist) 


| 
aa | 18, 13,668 | 18,938 
pba { B 11,175 


Existing legislation.............+.00- 
Proposed legislation .........-s00000- 


Appropriation to federal old-age and survivors | | 


eaeeee ; 


patie ich x 60 well as political, implications 


assistance for particular groups. And the variety of inter- 
pretations which can be placed upon the messages is demon- 
strated by the thundering invective from the right against 
their socialism and the coniplaints from the left that Mr 
Truman has gone Tory. 


The explanation is, of course, that the messages are 
primarily political, designed to attract as many different 
shades of opinion as possible. This was made unmistakably 
clear by the legislation which the President recommended. 
The welfare programmes, the regulatory powers, the plans 
for development of natural resources, are little more likely 
to be enacted at this session 
than they were on the 
previous occasions when they 
we te ce | ae were. put forward. But, as 
Actual Estimate | Estimate far as next November’s elec- 
| § $ Million | | # Million | bi $ Million tion is concerned, that makes 
little difference to the Presi- 
dent and his party, who will 
7,631 1,642 still be able to claim credit 
3,048 : for proposing the legislation. 
ive But, unfortunately, the 
on messages have economic, as 


and, when they are looked at 
in this light, the soundness of 


the rest of the century, at, 


least, science will continue to 


improve: the lot of mankind 


everywhere and in the United 
States it will quadruple 
national output. With in- 
comes, and therefore tax 
receipts, rising and with: the 
cost of liquidating the war's 


and for the moment a deficit | 


need cause no. concern. 


1690 | 2,245 

Proposed legislation i ove eee 

ag reg to medical care insurance trust | 
lu 


WORN i. 6 as ae nha Ceewws | ais eS | 250 
Refunds of receipts (excluding interest) | 2838 | Qin 2,151 


Serkii penal 55 bi 2650... eis | 38,246 | 37,763 | 37,306 


Bouncer Expenpitures 


National defence 3, 
Veterans’ serviees and benefits..............% i J 6, 
International affairs and finance i i 5, 
Social welfare, health, and security i 2. 
Housing and community development ........ 1 
Education and general research 

2. 


‘1 
Agriculture and agricultural resources ......... 671 


- Natural resources not primarily agricultural . 512 | 1,845 
_ Transportation and commimication 


Finance, commerce, and industry 


General government 

Interest on the public debt...............645 } 
for contingencies 

Adjustment to y Treasury statement 


the President’s proposition is 
doubtful, It is by no means 
certain that recession has 
really been routed or that the 
rally after the steel strike can 
be depended upon to con- 
tinue. Business investment, 
one of the bases of the 
present high level of econo- 
mic activity, is certainly 
tending to decline and the 
President himself asks that 
efforts be made to encourage 


Tota, Expenpitures 


Existing welfare programmes. | 
can thus be afforded and new i. 
ones undertaken, especially |. 
since they make for a better 
and more productive country. There. are, it must-be added 
in fairness, some qualifications to this argument, but they 


dn sb. emi anemapenane etapa tel anne ek 
a beneficent future. 


The proposition is plausible and agrees with views widely 
held inthe United States and frequently expressed before: 
But it is.pushed so far’as to become an inconsistent coni- 
bination ‘of Coolidgeart : ‘on the one liand and of 
quasi-socialist doctrine on the other.’ Mr Truman’s refusal 
to worry about the budget and the condition of business, for 
example, is hardly compatible with his many plans for special 


Scat ie tees ed (sheds heat thiphlete. ab aap atently to. totals. 





cas aaa ake it ; in the opinion of business 
ae Whe Tooke men this would best be done 
i 7, by abandoning proposals for 
the. expansion of the wel- 
fare state. Private construc- 
tion has been another basic element and is also declining ; 
it. will hardly be strengthened by the . suggested. pro- 
longation of rent control. Automobile production and sales 
area third bulwark which may “weaken before long; the 
Proposed new taxes for broader social security schemes will 
not’ reinforce ‘this ‘market. Finally, the President may be 
viewing affairs abroad with undue equanimity or giving 
domestic: programmes a ones priority over international 
considerations than they deserve 

But tis the explicit abandonment of any ides of balancing 
the federal income and outgoings, the relegation of this 
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problem to some vague future, that is perhaps the most 
distressing of all. Fiscal theory has undergone numerous 


changes in recent years, but, until now, lip service-at least” 


has always been paid to the principles of budget balancing 
and debt reduction under suitable conditions, The new 
approach is not a step towards economic stability over the 
years. Yet the President says, most revealingly, that 

the major question in my mind is not whether we are doing 

too much, but whether the budgetary requirements of the 

major national security and war connected programmes have 
constrained us to undertake too little toward supporting and 
stimulating the realisation of our country’s great political 
development. 
Nearly as distressing is the degradation of the economic 
message from the analytical survey which it was intended 
to be when it was instituted less than four years ago. Now 
it contains little that has not already appeared in other federal 
publications and, worse, ‘it is in large part blatantly political. 
Many join the New York Times in questioning whether 
such a message serves any useful purpose. 

All these observations do not mean that the United States 
is going to smash in 1950. The almost unanimous forecasts 
of a good year, though a little less good than in 1949, seem 
likely to be correct—even if they are almost. unanimous. 
But they do mean that Mr Truman’s programme, though it 
may win him another election, is too fragile to stand either 
serious analysis or even a little adverse pressure. 


Tax Policy 


[FROM A SPECIAL CORRESPONDENT] 


Any American tax programme must be considered in the 
light of postwar tax history. Since the end of the war 
Americans have had the benefit of two majoz tax reductions. 
The Revenue Act of 1945 gave business a green light by 
repealing the excess profits tax from January 1, 1946. The 
Revenue Act of 1948 reduced the individual income taxes 
of married people, particularly those with incomes between 
$10,000 and ‘$100,000, for it was they who profited most 
from the new privilege of dividing the family income, for tax 
purposes, between husband and wife. The same Act re- 
duced revenues from the estate tax by about 30 per cent 
even though Congress had not raised these rates during the 
war. The drive for further tax reduction is concentrated on 
those excise taxes that were increased, or first put into effect, 
during the war and have not been lowered. 


Further tax cuts, however, are a highly controversial matter 
in view of an expected budget deficit of $5.5 billion this fiscal 
year and another of $5.1 billion in the year ending on June 
30, 1951. There is a large body of informed opinion which 
opposes a deficit when production and employment are at 
a high level. There is a good deal of less well informed, 
and largely emotional, opposition to a deficit under any cir- 
cumstances, even those of a cold war, and especially for a 
government which has a debt of $250 billion. This school 
of thought, if it may be called that, makes no distinction 
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between the fiscal policy appropriate for a national govern- 
ment and that which should govern a private individual. 

There was no doubt some political motivation, but there 


~ was also much grim truth, in the statement, contained in the 


Economic Report that the President presented to Congress 
in the middle of 1949, that the 1950 deficit was “ caused 
primarily by the untimely tax reduction ” of $5 billion made 
by the Eightieth Congress in 1948. The President had 
strenuously opposed this cut, but by July he felt that the 
moderate downward trend in economic activity made it un- 
wise to attempt an immediate correction of this mistake, 
either by a drastic slash in expenditures or a substantial 
increase in taxes. The President’s fear was that either of 
these policies would aggravate the downturn in business 
and lead to a lower national output and a further net loss 
in revenues. 


Improved economic conditions enabled the President to 
take a somewhat different position in his Economic Report 
issued on January 6, 1950. This Report looks forward to 
eventually balancing the budget through a fiscal policy which 
reduces expenditures somewhat, stimulates business invest- 
ment and consumption to the highest possible level, and 
relies, for moderately increased revenue, more upon an 
increased tax base than upon increased tax rates. 

It is an open secret that the President’s attitude to taxes 
represents a compromise between two more extreme positions 
taken by his closest advisers. One group urged that the 
budget should be balanced in a time of great prosperity such 
as the present if it is ever to be balanced at all. The 
other group pointed to a disturbing fall in business 
investment and feared that tax increases might accentuate 
a decline in economic activity to be expected in the latter 
part of 1950. Faced with these conflicting views, the 
President decided against immediate budget balancing either 
by drastic retrenchment or by a drastic tax increase ; instead, 
he recommended a moderate reduction of expenditures and 
a moderate net increase in taxes as a means of reducing 
the deficit. 

* 


The details of the President’s tax programme are as yet 
unknown, but its broad outlines are clear. The tax recom- 
mendations shortly to be transmitted to Congress will 
undoubtedly call for the reduction of excise taxes, the enact- 
ment of some tax incentives and the plugging of loopholes. 
It is almost certain that the reduction of excises plays a large 
part in the President’s Programme to stimulate business. 
In his Economic Report in July the President recommended 
the repeal of the tax on transportation of goods ; this time 
he will probably go further and Suggest the elimination of 


certain of the most oppressive excises adopted during the 
war to diminish demand. 


This month’s Economic Report promises that the _Presi- 
dent’s recommendations will make the tax structure “ more 
equitable and stimulate business activity.” A more liberal 
carry-over of business losses will undoubtedly be one of 
these proposals. There has been discussion of other changes, 
such as accelerated depreciation and’ some other dubious 
investment incentives, but to accept all the suggestions would 
involve too great a loss of revenue at this time. There are 
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the burden, -life insurance companies. still pay virtually no 
taxes. The estate tax has.a number of 
and it is generally: believed ‘im administration:circles that the 
estate and® gift’ taxes. should play a more ‘adequate role in 
the tax system.“ OF course, changes in these taxes will bring 
no additional revenue in the fiscal year 1950 and very little 
in the fiscal year 1951. 


With the indicated increase in revenue from these changes 
offset bya substantial loss from. excises, the President’s 
programme will have to include some increases in individual 
or corporate ‘tax rates if it is to bring in any more receipts 
in the near future. The response of Congress to these pro- 
posals is not easy to judge. If talk in Washington is to be 
believed, Congress will undoubtedly embarrass the President 
by almost doubling his recommended cut in the excise taxes. 
The closing of loopholes is a thankless legislative task because 
it is invariably opposed by vested interests. which fight 
vigorously to retain their special privileges. . Previous 
attempts to close some of the same loopholes have been un- 
successful, even in wartime, and even though the justice of 
the suggested changes was apparent to all disinterested 
observers. 

Recommendations for changes in the estate and gift taxes 
have a better chance of success, but these changes will hardly 
produce a very substantial revenue in the immediate future. 
Congress is almost certainly going to refuse to increase the 
rates of individual and corporate income tax, particularly 
in view of a reliable report that the President’s advisers are 
split on this issue. Furthermore, this part of the President’s 
programme will furnish ammunition to those who demand 
a cut in spending—particularly for foreign aid—on the 
ground that the deficit cannot be reduced by additional taxes. 


What will happen if Congress sends to the White House 
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legislation calling for no net increase, and perhaps even for 
a net decrease, in revenue ? If the economic prospect is 
good, the President may veto the legislation, and his veto 
may be upheld. This will mean a deadlock on the question 
of tax increases and reductions. On the other hand, if the 
current decline in business investment should continue, and 
if the economic outlook should be cloudy when the question 
comes to the President, he may welcome a net tax reduction 
as a stimulant to business. He would then sign the Bill, 
possibly with a protest that it did not contain some of the 
provisions he originally suggested. 


American Notes 
Far Eastern Defence 


Mr Acheson’s able defence of the refusal to intervene in 
Formosa has. carried conviction to all but those can 
as hot-headed in Asia as they are lukewarm in Euro 
had gone out too far on the Formosan limb to clim ‘dire 
gracefully. Their hope now is to cushion their descent by 
uncovering disagreements among the President’s military 
advisers, and Senator Connally, after two refusals, has finally 
announced that the Secretary of Defence, Mr Johnson, and 
General Bradley, the chairman of the Joint Chiefs of Staff, 
will testify before the Foreign Relations Committee on 
January 26th. This is likely to prove a disappointing fishing 
expedition. There is no reason to believe that the Joint 
Chiefs ever favoured military intervention in Formosa and, 
while Mr Johnson is known to have urged a stronger policy 
in the Far East, it is doubtful whether he will declare Formosa 
to be essential to Pacific defence, as Senators Taft and 
Knowland hope. 


In his able speech to the National Press Club, Mr Acheson 
traced the American “ defensive perimeter ” as running from 
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years is only beginning to be remedied ; 
bemoans its vulnerability ; and in Japan the maintenance of 
tfiective bases is intermingled with future problems of 
internal security and the assurance of a livelihood to the 
population. But if it is not impregnable, the line drawn 
by Mr Acheson is becoming permanent. In his speech he 
gave an assurance that, with or without benefit of a peace 
treaty, the defences of Japan would not be weakened. For 
the first time he revealed that the United States will, “ at an 
appropriate time,” offer to hold the Ryukyus (i i 
Okinawa) under trusteeship of the United Nations, but he 
insisted that under = | 

circumstances wo a. Sec 
they be given up. The \ 
United States already Cin A \ 
holds the Marianas, 
Caroline, and Marshall 
Islands under a 
“¢ strategic trusteeship ” 
agreement that permits 
the closing of certain 
areas to inspection. 


But the question of 
American security in 
the. Pacific, large as it 
may loom to Congress- 
men in search of an 
issue, is not the most 
pressing problem. Mr ee 
Acheson has demon- oo 
strated successfully (  ~ 
that the Administra- 
tion avoided taking the 
wrong line in China, but his conclusion that “something 
under Point Four ” was all that could be provided for non- 
Communist South-east Asia suggests.only a snail’s pace in 
the right direction, particularly as a mere $25 million is 
to be spent for the whole American programme of technical 
aid next year. Even the recognition of the Chinese Com- 
munists, a step favoured by Mr Acheson, both as an accept- 
ance of the realities, and because Japan desperately needs 
the Chinese market if it is ever to be independent of American 
aid, has been further postponed by the seizure of American 
consular property in Peking. In the Republican view, this 
is proof that “ appeasement ” in the Pacific is as futile as it 
was in Czechoslovakia. Certainly it is an awkward hurdle 
for an Administration that -has -promised that recognition 
will await proper observance of international obligations on 
the part of the Peking Government. £ 


* * _® 








New Moves in the Coal War 


Mr Robert Denham, counsel to the National Labour 
Relations Board, has begun what Mr John L. Lewis, the 
United Mine Workers’ leader, calls “an orgy of legal blood- 
letting.” Mr Denham has acted upon the mine-owners’ 


its attempt to force a settlement by means of the three-day 
work week. He has ied to the courts for a 


injunction requiring 

these practices while the NLRB investigates the charges. 
The court may do no more than order Mr Lewis to bargain 
with the mine operators, and in this case 

may have little immediate effect on the eight months 
lock in the coalfields, But it has at least made it easier for 
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President Truman to continue his refusal to take part in the 
faithful supporters, as well as his 
been urging him to intervene, but he still insists that, despite 
local difficulties, there is no national emergency to justify his 
use of the Taft-Hartley Act. 


the year, groups of miners have been staying away 
i that belies the spontaneity with which 


Mr _Lewis says acted, first in Illinois, then in western 
Pennsylvania and neighbouring coalfields. This second 
stoppage was directed against mines owned by the steel com- 


panies, who are now trying to make up the losses caused by 
their own strike in November, and who are usually more 
amenable than other mine-owners. ‘This year, however, they 
are among the most recalcitrant and have retaliated by cutting 
off the miners’ credit in the company-owned stores. 

Perhaps this convinced the miners that Mr Lewis’s game 
was not worth their candle. When he “ suggested ” that the 
65,000 men who were idle last week should return to work, 
they refused to obey what has always in the past been 
regarded as an order, declaring that they were tired of part 
time wages and were determined to bring the dispute to a 
head. For some time there have been suggestions that Mr 
Lewis is driving his miners too hard, but it is by no means 
certain that their apparent revolt is any more spontancous 
than their usual obedience. Evidence that his men are 
getting out of hand might be a useful shelter for Mr Lewis 
as his cold war warms up. 


* x x 


Civil Air Battles 


The domestic airlines, a sick industry throughout the 
prosperous years from 1946 to 1948, fought their way back 
to financial health in 1949 despite the recession. The major 
domestic lines are expected to show a net operating income 
of nearly $26 million for 1949, compared with $2,000,000 
for 1948. This is the reward for a stringent economy cam- 
paign, as well as the result of a steady increase in the 
number of passengers carried. Domestic air travel in 1949 
exceeded that in 1948 by over 800 million passenger-miles, 
reaching an all-time high, while the safety record for 
scheduled flights was within a shade of that set in 1939 and 
1946, the two best previous years. 

Many of the new air passengers have been attracted by 
cheap “coach” services, run at slack periods and often at 
half the cost of standard j . Since the end of Decem- 
ber it has been possible to fly from New York to the west 
coast for $127, compared with $181 for first-class comfort. 
One OT nes or eee Pen. dane service 20° 
those of United Airlines, which may not be able to hold 
out much longer. A sharp dispute, however, has broken 

rinciple to transatlantic 


view 

for Europe, the CAB gave preliminary permission to Pan- 
to charter planes for pilgrims to Rome, and invited 

the whole industry to submit applications for charter flights 

at low rates. These may be available to only religious, 
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TWA maintains that this is a long step toward monopoly in 
the field and toward the single “ chosen instrument” system 
long favoured by Pan-American. The objection is shared by 
the Department of Justice. 

The Air Transport Agreement between the United States 
and’ Catal: alto edd tp’ pending Stpreme Cour 
decision. The agreement gave American aircraft traffic 
rights at Gander, Newfoundland, in return for certain con- 
cessions, of which permission for Trans-Canada Airlines to 
run a service between Montreal and New York was the most 
important. But Colonial Airlines, with a long and profitable 
monopoly of the route, protests that the agreement was 
unconstitutional, in that it never received the yas of 


* x * 


Making College Ends Meet 

America’s nationwide system of public universities, which 
aie Pieter een tay wey ay ee ie Stay es 
college degree, has encouraged the belief abroad that it is 
a country of college graduates. It is therefore surprising 
to hear, from the US Commissioner of Education, that 76 
per cent of suitable high school students fail to go to college 
and that there are at present at least 2,000,000 young men 
and women who deserve, but cannot pay for, a higher 
education. Perhaps even more surprisingly, it was to Britain 
that the Commissioner came, late last year, to study the 
solution that is being tried here. President Truman has 
now asked that a limited programme of federal aid for 
capable students should be begun during the t year. 
The full scheme is expected to involve an annual expenditure 
of $300 million for scholarships of $600 a year and guaran- 
teed loans to some 437,500 undergraduate and graduate 
students. 


Even in the public colleges, average fees for tuition have 
gone up by 35 per cent since 1941, although they remain 
very low for residents within the city or state financing the 
college. Board and lodging are the main expenses of a 
student at a public college and these are 50 per cent higher 
than in 1941. Even then, there were many young people 
who could not manage to work their way through college, 
and university authorities are now agreed that charges must 
not be put up any further, since this would eliminate too 


AVERAGE ‘COLLEGE FEEs, Bs, 1949-50* 


($ a Year) 
Board and 
Tuition Lodging Total 
Pablles. oo. Gee i. 104 364 665 
Private, men’s ........« 407 495 1,073 
»  Women’s....... 439 602 1,285 
Mra os Chatnnekars ss 140 on 469 


R048 Si i 205 299 572 
*From New York Times survey of 630 institutions of higher education 


many worthy students... As: the number of ex-service 
students, net by Seat oanesiae ane declines, = 
problem becomes pressing, not young 
themselves, tet Soc sat teabieneberipdet dures ect decietts 
a substantial proportion of their incomes from these grants 
since the war. University research programmes are also now 
very dependent on government Ap agli oc cea ag 
see how the college Sonics jumity their un omc Seca 
tion on principle to federal aid as a way out 
difficulties. Most of however, now. favour the plans 
for direct grants to students which the government is drawing 
up, although there are some who regard even such a 
schehes x a. honetuninet Ak. thekederal contsal. which leads 
to dictatorship, | 

But many of the colleges are nearer to being beggars than 
choosers. per cent of -the 1,700 institutions.’ of 
higher education’ in the country are operating on a deficit, 
Yale, Columbia and: Chicago amongst them... In some of the 
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big liberal arts colleges, both public and private, the number 
of students is down by from § to 10 per cent this year. 
However, the total number of students, at a record 2,500,000, 
is 1,000,000 more than in 1941 and is thought to have 
become fairly stable. This, paradoxically enough, has 
brought the financial problems a: the colleges to a head, by 
involving them in building pr which, according to 


the New York Times, will cost about $23 billion over the 


next few years. Appeals for funds are going badly, expenses 
are rising and incomes from endowments, on which private 
colleges rely very largely, are falling. 

It is this which has driven about a quarter of the colleges 
to invest in business entérprises and real estate, from airports 
to dairies ; Yale, for example, has recently bought the build- 
ing of Macy’s department store in San Francisco and leased 
it back to the firm. Many of these operations are entirely 
ethical, although perhaps somewhat risky, but some edtica- 

1 institutions are taking advantage of their exemption 

corporation income taxes to enter into unfair competi- 

tion with orthodox business firms, a practice on which both 
and the Treasury have their eyes. 


x * * 


Conserving Timber Resources 


The cult of the Christmas tree has brought into being 
a large seasonal trade. - Last year 21 million were cut in the 
United States, some by specialist tree farmers, of whom 
Me Elliot Roosevelt is perhaps the most famous. By the 
time the trees had been trimmed and transported to market, 
they were worth about $50 million. Some years ago con- 
servationists protested that the cutting of trees robbed the 
forests of their young, and asked that trees should be sold in 
pots, so that after the celebrations they could be planted in 
the garden. Now many families have two Christmas trees, 
one in the house and the other shining across the street. 
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But Christmas trees are only a minor of the American 
timber trade, which over ane and is 
the basis of the nation’s fifth st. industry. — are. 
over 460 million acres of forest land in. the United. States 
capable of producing commercial timber. In 1948, 36 billion 
board feet were cut, compared with an average of just over 
23 billion in 1935-39. Demand is likely to remain high, 
. because of the large amounts of timber needed ing in 
a country where many dwellings are built almost entirely 
of wood. The unexpected increase in construction. activity 
last autumn has again driven timber prices, which fell during 
the summer recession, up to a level which should enable 
smal! firms, as well as the established giants, to keep busy 
during the coming year. 

According to the federal Forest Service, these small firms 
hold about three-quarters of the 345 million acres of privately- 
owned forest land ‘and of the cutting which 
they do is destructive ; they pay little attention to restocking, 
or to such possible consequences as soil erosion and water 
shortages. It is calculated that, of an original ‘stand of 
perhaps 8,000 billion board feet of timber, about 1,600 
billion feet remains, and that the annual cut exceeds the 
annual growth by 50 per cent. Even*on latge properties 
some 40 per cent of cutting is destructive, although many 
lumber firms undertake reafforestation programmes as a 
matter of self-interest. 


Last January the President asked Congress to consider 


forest conservation as an investment “ necessary to our 
 pradheathcy Bing: ri Mle Ral our Pell pd 
providing for a 15-year programme i Ja 


and grass Ot Ot a ins eal But 
covers only 89 million acres of federally-administered 
forests. There is no centralised control over timber, apart 
from federal regulations on fire fighting which apply to about 
four-fifths of timber land. In this case, control is justified 
by the need for a quick and determined attack i 
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of their system, requiring that 8 acres out of each 
left uncut: for natural reseeding; has recently been upheld 


* ik 
The “ Apartments to Let ” sign is once more to be seen 


outside new blocks of flats (which are not subject to rent 
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building of homés, alfhoug belusslt a new peak, 
failed to keep pace with the growth of the population . 














cent. 
infrequently used in the United States 
i scepticism may not be 


Shorter Notes 


The New York Sun, the first successful penny (one cent) 
newspaper in the United States, the second oldest of the city’s 
has sunk after 117 years with only one day’s ing. 


Telegram, owned chain, some of 
its best and most conservative writers, such as Mr 
George Sokolsky, have to’ Mr Hearst’s reactionary 
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THE WORLD OVERSEAS 





New Patterns for the Commonwealth 
(From Our Special Correspondent at Colombo) 


HE Colombo conference was the first meeting of Com- 
monwealth Foreign Ministers to be held ; far more. im- 
Rees ets ec ees Commonwealth meeting ever held in 
Asia. The conference.was not merely in Asia, it was. about 
Asia ; Asia’s dominated, the scene; and the big 
figures of the mecting were the Asian ministers.. By mecting 
on their home » the mew members of the Common- 
wealth were enabled to lose any sense of juniority, and it was 
soon apparent that they were more self assured than most of 
their colleagues. Mr Bevin was in such poor health through- 
out most of the though he noticeably rallied after 
the sacred tooth of Buddha was exposed in prayer for his 
} that it was obvious he would not continue as 
Foreign Secretary for long. Two Pacific Dominions both 
sent delegates who were new to the job, and it was a subtle 
pleasure to see an old hand like Mr Senanayake explaining 
the meaning of the Commonwealth and the traditions of its 
meetings to Mr Doidge, who had come to New Zealand’s 
foreign office almost direct from Shoe Lane. 


Pandit Nehru’s, Leadership 


Since Pandit Nehru is both Prime Minister and SS 
Secretary of ‘India, it was casy for him to become 

dominating of the coniference, as has happened before 
in London w assured of the Asian Dominions 
gave him new aseartace, an w say the slightly 


godlike figu to placate, 
hor was ‘ts “vill cafe enforced ce implied dite t he Pie 


walk out.’ pith xc agg rath gdpariterin 





‘Indo-China there was a 


during the conference two lectures of the highest western 
standard, one by Mr Bevin on European affairs and one by 
Mr Malcolm Macdonald on South-East Asia. That such 
education was not unnecessary was revealed by one minister’s 
question, “When will Britain recognise Franco?” and 
another’s query to Nehru, “Do you advocate a policy of 
scuttle in South-East Asia?”. . 

A more practical ‘result was some closing of the ranks. 
When the conference began, there was a distinct cleavage 
between the views of Canada and Australia on the danger 
of regionalisation of the Commonwealth. Canada insisted 
that, since it is fully extended in its commitments to the 
North Atlantic area, it cannot be interested in South-East 
Asia. Australia insisted that the Far East was being neglected 
for the North Atlantic area. The conference managed to 
bridge this gap by agreeing that aid in the Far East should 
be given by the Commonwealth as a whole, but with each 
country contributing proportionately to its interest. Thus 
Burma is to receive {7,500,000 from the Commonwealth: 
but when the hat is passed, no one expects Canada or South 
Africa to contribute more than a mite. Thus formal unity 
of the Commonwealth is preserved. 


The reconciliation of east and west groups was helped by 
the good sense of Mr Pearson and the very welcome replace- 
ment of Dr Evatt by Mr Spender. The new Australian 
Foreign Minister was, after Nehru, the big success of the 
party. 1. ‘The Spender plan, thouigh its origins went far beyond 
a single man, was his in the sense that his initiative and drive 
brought it through the conference and his wise indiscretions 
oe toe In essence it is simple: it calls 
for study by the Commonwealth of the needs of South-East 
Asia and an attempt to'co-ordinate aid to that vital area. 


Marshall Plan Model 


But the Spender plan also has in it the seeds of something 
Eitccicm to tk aie Uy raising Grey cemlood 
unism in that area is by raising living standards ; 
Btn ER pact or any joint defence 
measures was u’s refusal to 
discuss it. y it recognises tha 
done by the lacunae th alone ; therefore all the inter- 
ested countries are eventually to be invited to join in the 
discussions. Pg ace the plan adopts the phraseology, and 
methods of the Marshall plan, which has a certain psycho- 
logical appeal both to America and to Asia, as well as the 
benefit of two years’ practical experience. 
In the political discussions of the conference the hopes 
of 2 the Communist threat were far from strong. 
Mr. Malcolm Macdonald made an urgent and almost 
Cerpsente plea for every possible effort to save from. the 
Communists the rice bowl of South-East Asia—Burma, Indo- 
China and Siam. But no one can suggest how the running 
sore of the Karen war in Burma can be stopped. Over 
debate in which the. British 
contention that Bao-Dai should be recognised, because French 
policy had become more liberal, was resisted by Nehru. The 
Indians are very bitter indeed at the continuance of French 
rule in Pondicherry, and there is. no hope. that the new 
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Vietnamese state will be recognised by India as long as 
relations with France remain so attained. : 


The debates over the ‘recognition of Fao ig 4 over the 
Japanese peace treaty and over the of the Com- 
munist government in China showed that no progress has 
been made towards the ideal of a unified~Commonwealth 
foreign policy. Canada and South Africa are positively 
opposed to the idea ; India is willing to lead, but not. follow ; 
Australia and New Zealand pepe a the idea in theory but, 
for instance, refuse to recognise the government. 
The “exchange of views” may have made quarrels less 
likely, but contrary actions remain. It is questionable 
whether agreements in principle and disagreements in prac- 
tice constitute a satisfactory basis for Commonwealth policy. 


Better Organised for Business 


It was most noticeable that such did not 
occur in the economic field, and this was generally attributed 
to the excellent organisation of the economic secretariat, set 
up with so much misgiving by Commonwealth finance 
ministers last July. It has had the effect of k 
governments informed of the state of the whole sterling area, 
anit: hee ee een eanaatae ees Sacre 
it can make to balancing the dollar account. Thus, without 
any pressure except the weight of facts and figures, the 
secretariat has greatly influenced Commonwealth policy in 
the agreed direction. 


It would therefore seem likely that the most important 


highly unlikely that the Dominions would ever agree to any 
central secretariat. Yet, as the new Commonwealth has 
developed, it has begun to face problems which are too 
great to be settled by brief meetings or -fre -telegr 
CIOS O90 OOS OR AI 
of membe as much, as possible, there is a 
on the part of members to draw closer 
tion, Before 1939 the Commonwealth conference was. 
family reunion every five years with a formal and ceremonial 
background: in the past two years there have been. four 
businesslike meetings, the most recent at the centre of the 
problems and not at the traditional centre of the Empire. 
The Soviet strategy in Asia has revealed the Commonwealth 
as the main barrier to Communism. At Colombo it has 
begun to equip itself for the job, 
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Germany’s Free Trade Crisis 


A crisis has —— in Federal Germany’s foreign trade, as 
the result of the experiment in li which 
inaugurated last autumn. New bilateral trade pacts with 
Switzerland, Austria, Holland, Norway and -Luxem- 
bourg concluded at that time reduced the number of goods 
still subject to quota restrictions on the German side to a 
comparatively small list. In the treaty with Belgium, Germany 
still retained restrictions, or even bans, on a number of 
a 
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about to be concluded, objections were made by the American 
authorities in Germany—so hard is it to steer between Mr 


 Hoffman’s meee Se pene maninan jemmere: Bocoye, 


and. American fears of new cartels. 
oe from reducing quota restrictions, Germany’s bi- 
ts raised the gold point—in other words, 
arises codamadadenamentdanteon 
made in gold or dollars, at een tone ta away with 
a factor which has strangled ‘trade’in the past few 
years. In the treaty with Holland, the dollar clause was in 
practice eliminated altogether; the Dutch—to whom a 
revival of trade with Germany is vital—led the way in 
Europe agreed the D-mark as a valid international 
currency. er payments agreement, it was indeed, 
stipulated that, if Germany should owe the Netherlands more 
than the equivalent of $15 million, the Dutch had the right 
to ask for settlement in dollars ; but the Netherlands also 
undertook not to exercise this right as long as Germany 
practice, therefore, the Dsch agreed to Fd holding D-rnarts, 
practice, therefore, a to -marks, 
though eventually they will spend all their D-mark balances 
in Germany. 


Effects of Liberalisation 


In addition to concluding liberalised bilateral trade treaties, 
the Germans followed the Organisation for European 
ee Co-operation’s demand for liberalised trade terms 

ble to all ERP countries. Its list, submitted last 

, freed completely 36 per cent of imports from ERP 
countries ; together with items freed on condition that 
others reciprocate, the list covered nearly three-quarters of 
trade with the ERP countries—which accounts for the bulk 
of the western German total. 


So much for the letter of the agreements. In practice, 
they have further distorted the picture of Germany’s trade, 
which is already out of its prewar focus. An importing spree 
started among German traders, out to make the most of the 
present boom in “ non-essentials” and wality goods 
in the Republic. Allocations of foreign ¢ have been 
over-subscribed many times over, often by men-of-straw. 
Only 15 per cent of applications for Swiss textile imports, 
for example, could be 


ter pear level. The Dutch tre back to 
their prewar level. Dutch, a seperti feare, Dees 
third wool from 


buying goods in countries—such 
Australia and chocolate from Belginm—in ordet f9 beep up 
with the boom in German orders. 

For their part, the Germans have, however, fared. badly, 
partly owing to the fact that return orders from their trade 
partners consist to a great extent of machinery: which is 
naturally rae to bring in Soh exchange, but partly 
owing to poorer response of importers to the oppor- 
tunity for raising their purchases of German goods. 


Passive Balance within Marshall Area 


The active balance which the OEEC estimated that 
Germany would have with ERP Euro which it has 
in fact had in the past—has been to a growing 
passive Imports in October were no less than 41 per 
cent more than in the previous 
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Germany 





AMSTERDAM NUREMBERG 
wee, 3 jae ao 
LONDON @c™ DUSSELDORF nF 
“~ -" Se, 
Se Ba of me 
BRUSSELS FRANKFURT 


Two great air-lines — K.L.M. and SABENA — 
co-operate to offer you the quickest, most convenient 
way to Germany by air. Fast, frequent services operate 
from the United Kingdom on two alternate routes — 
Via Amsterdam or Brussels — serving Dusseldorf . . . 
Frankfurt . . . Nuremberg . . . Munich, 


Fares : London-Dusseidort 10 single, £18 return 
Frankfurt : £12.18 single, £23.4 return 
Munich : £18.17 single, £33.19 return 
Nuremberg: £16.83 single, £29.11 return 
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THE NEW STANDARD 
DICTIONARY 


OF THE ENGLISH LANGUAGE 
Defines nearly Hali a Million Current Words & Terms 


Compiled and Edited by 380 Scholars 
and Specialists of International Repute 


Up-to-date from Cover to Cover 
7,000 ILLUSTRATIONS. Many Full Colour Plates 
ee comprehensive, up-to-date, superbly pro- 


possessing many exclusive and original features, 
THE NEW STANDARD DICTIONARY is the finest work of 
its kind in existence. The enormous task of creating it was entrusted 
to a brilliant staff; chosen from the. foremost eee in every 
field of knowledge, who have given complete, 
clear and accurate definitions in the light of the 
most recent advances in knowledge. In its 
3,000 pages this monumental work gives 
reliable information on every conceivable 
subject. Over 130,000 words and names 
b t into promimence through recent 
developments are included. Fier cover the 
World War, political changes, exploration and 
travel, and progress in every field of scholar- 
ship, art, science, commerce, industry and 
invention. 





Invaluable to 
Business Men, 
Public Speakers 

and Writers 


Every business man and woman 
will appreciate the inclusion of 
car and full definitions of com- 
financial, legal and 
industrial terms. ‘s ai 
o the speaker and writer 
Dictionary will provide a wealth 
of ideas and inspiration. Par- 
ticularly valuable features are the 
_ 31,000 historical . references; 
16,000 biographies; 32,000 quo- 
tations; thousands of synonyms 
and antonyms—not merely a 
list of synonyms, but with differ- 
ences of meaning and use care- 
fully explained and the finer 
distinctions brought out by 
means of comparison. 


Post the FREE 
Form To-day 


Just sign and post the form below, 
and on acceptance we will send 
' you this work, carriage paid, to 


examine for one week free. 





a 
FREE EXAMINATION FORM a 
. To The WAVERLEY BOOK CO. LTD. (Dept. Eco. 1), j 
96 and 97 Farringdon Street, LONDON, E.C.A. i 
Please send FREE examination, THE | 
NEW STAND ARS DICTIONARY, Complete i two volumes. Itisunder- 4 
stood that I eight days Ga nd further ee i 
Mi kept tet dend vain te cn of Gi, gh days her de very, 5 
and eleven monthly payments ad iret pay the purchase price i 
of £12 12s. 
CASH PRICE WITHIN 8 DAYS IS {12 ' 
TI iincseseacinicwialsicrseneg Siete eugeis Shara Ee aces Scianaeapioniael ; 
SRD CO erin nip genome notnintientintinciemntiimtninatiemtnitcimetnneiennng fl 
i 
ncinnsnsiabigigitbati len tacislisiatiina sails title teteein Sracaacenicatlsisecsinybiariasinenicmaniiciaicnyichinivisetign avadanietne eenacigsnidtaiinn tapeaernelaavieenarnina smesipgenvinipacmdneereitnanaat ae : 
DeCUP AIO a ccrestereenrnecernrsionrnmnerrnernereriteen State if Householder... : 
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have been forced to point out that unless liberalisation Jeads 
to an increased two-way flow, Germany will have to invoke 
the safety clause which permits GEpC qountries to reimpose 
restrictions. 

The situation is one which ‘ales well have been fore- 
seen ; and the British in Germany who have so often been 
galled by the ignorant criticism of their own economic 
policies may be forgiven if they feel a certain amount of that 
typically German sentiment, Sc 

Generalised conclusions, however 7 seen not be drawn 
from the effect of Germany’s essay in liberalised trade, since 
German conditions are peculiar. The market is still com- 
paratively starved, and the psychology of the people made 
a burst of importing inevitable. The Germans would like to 
return—and find it hard to grasp why this should not be 
so—to the days of Schacht and Funk, when almost every 
European country had to sell more or less unrequited 
exports in return for blocked balances in Berlin. The idea 
of getting something for nothing is deeply imbedded in the 
German mind. 


Jordan, Israel and the Arab 
World 


[FROM OUR SPECIAL CORRESPONDENT IN AMMAN] 


Tue Hashemite Kingdom of Jordan occupies a place in 
the Arab werld entirely incommensurate with its size, popula- 
tion, wealth and political importance. With the 
of the Lebanon, which while far smaller is infinitely richer 
and has three times its population, Jordan is by far the 
smallest of the Arab countries. It has, however, three assets : 
King Abdullah, the Arab — and its geographical posi- 
tion which, since the end of the British Mandate in 
and the emergence of Israel, has thrown Arab Palestine into 
welcoming Jordanian arms. It is more than that 
two countries will eventually become one, = ich will in 
fact absorb the other is not clear. Had it i 
past wretched leadership and their mans division of 
opinion, it would have been a the Arabs 
of Palestine to bring Jordan under their control and for them 
to form the ruling and official classes. Even | 
that King Abdullah will be the ruler, it is probable 
the future Jordan State will be run far more by Palestinians 
Abdullah 


fi 


than by Jordanians. 


British Non-Intervention 


Within the boundaries of his own kingdom King 

relies, as he has always relied, upon the Arab Legion to 
preserve order and to maintain “himself in power. Without 
the support of this force the King could not keep his throne 
for a week, though jit is difficult to imagine any of the 
Jordanian politicians or tribal leaders being sufficien 

powerful to hold the country together even for a short period. 
King Abdullah and his close advisers are aware of this and 
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but what might be termed major military matters. During 
two world wars he was a firm and loyal friend to the British. 
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prize to the king, whose objective has always ca 

of the old:Arab Empire with himself at-its head. 
He believes he would be welcomed by the majority of 
Syeems Oaeeey ->: by the tribes in the frontier regions ; 

ce t his Legion could quickly dispose of 
any opposition the sien -Siey t put up.» He could 
expect a storm of sage ta reproach from Egypt and Saudi 
Arabia, but the likelihood of any military action from the 
first is remote and from the second impossible. But so 
long as he cannot obtain British support for such a move 
and whilst the Legion is directed and led by British 
officers, he is reluctantly obliged to postpone the happy day. 
It is not to be imagined, however, that Abdullah has aban- 
doned this long cherished project. In all Abdullah’s con- 
tradictory utterances there is always one consistent note: it 


is that any means are justified by the end—when the end is 
Damascus. 





Obstacles to Agreement 


In the meantime, and perhaps as a preliminary step, there 
is no doubt that he is anxious to come to terms with Israel. 
Despite various denials sade Ee Cabinet Ministers, discussions 
have been proc een Jordan and Israel. But, 
despite nese ing i. akin onthe part of the formerly 
intransigent Israelis, who are so desperate for food supplies 
from Jordan wee ee are ready to agree to almost anything, 
the problem been complicated by the attitude of the 
Palestine stg Their hatred of the Jews is still alive, and 
effaces in their minds the financial and economic advantages 
of agreement. The Israelis refuse to begin full scale 
negotiations without the presence on the Jordan side of 
Palestine Arab representatives—despite their refusal to 
recognise the fusion of Arab Palestine and Jordan. They 
are also. putting up as a main demand that Jordan should 
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grants to help balance its. budget which, for the year 
1949-50, amounts to £P2,344,402. (This excludes the cost 
of the Legion and the special supplementary budget for Arab 


Palestine.) 


The boom created by the Palestine war shows signs of 
coming to an end and, although Amman is being rebuilt 
and everyone is putting his profits into real estate, there :s 
noticeable fear for the future. Unless peace is signed with 
Israel, which could sell to Jordan many of the manufactured 
products which now come from Britain on the long and 
expensive route via Beirut, Damascus and Derra, Jordan 
cannot continue to import at anything like the present rate. 
Its sterling balances amount to only {P6,500,000. Redemp- 
tion of former Government of Palestine notes which pro- 
duced £P8,000,000 to the end of 1948 and less than 
£P5,000,000 last year will soon come to an end. Hopes of 
striking oil. are diminishing and revenue from pipelines 
crossing the territory is not large, and will not become so 
for a long time—if ever, 


Prosperity for Smugglers 


Smugglers are the most prosperous people in Jordan today 
and their prosperity offers a hope for the future. They are 
in two classes ; drug smugglers who take hashish from Syria 
to Egypt by rough and dangerous routes and who can, 
economically if not socially, be disregarded. The other 
class deals in foodstuffs and creates by its activity and profits 
a trade that can be of considerable profit to Jordan. It is 
reliably estimated that £P150,000 worth of goods, mainly 
meat and vegetables, passed from Arab Jerusalem to Jewish 
Jerusalem during November. 


Even greater hope rests in the projects recommended by 
the Clapp Mission and there will be full co-operation by the 
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Jordanians and also, with tactful handling, by the Palestine 
Arabs. Irrigation works in the Jordan Valley, such as the 
Wadi Zerka and Wadi Kelt schemes drawn up by expert 
American engineers attached to the Mission, open new fields 
to agriculture. It is perhaps not generally realised that 
spring vegetables can be grown in the Jordan Valley at least 
one month earlier than anywhere in Europe or the Middle 
East. But this project involves a vast improvement in 
communications if marketing arrangements are to work, 
and lends special point to King Abdullah’s insistence 
upon an outlet for Jordan to the Mediterranean by a 
corridor running across Israel, a proposal the Israelis are 
adamantly refusing. 


Assuming that Jordan will before long officially and 
legally include Arab Palestine, its future depends ultimately 
on better relations between Jordanians and Palestinians. 
There is no doubt that, on the whole, the Palestinians pro- 
vide far better material in the persons of former officials of 
the Palestine Government, than is to be found in what was 
once called Transjordan. Too many senior posts are now 
occupied by men selected more for their loyalty to King 
Abdullah than for their capabilities. Few Christian Arabs 
are employed although, by reason often of their special 
training in mission schools, they are often more advanced 
than their Moslem brethren. Indeed the Christian Arab is 
finding life extremely difficult. 

Jordan will hold general elections on May 11th to olect 
forty members of its new Chamber. Twenty will come from 
Jordan proper and twenty, including three Christians, from 
Arab Palestine. The resulting government should be reason- 
ably representative and will, it is hoped, work smoothly. 
While many Palestinians are disgruntled and oppose 
Abdullah’s readiness to reach an agreement with Israel, they 
will probably slowly decide to make the best of things. 
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—BANK-UNITS— 


AND THE DEVALUATION OF THE £. 


INVEsTORS in Bank-Units secure a freely 
marketable investment spread over the shares 
of 45 Dominion, Colonial and Home banks 
and discount companies. 

The Trust Fund, 55% of which is invested 
overseas, is as under: 


Canadian $ bank shares 30% 
Australian banks 8% 
Other Dom., Col. & O’seas banks 17% 
Home banks 29% 
Discount companies 11% 
Trustee securities 5% 


Next year Unit holders should benefit from the 
devaluation of the £ and from the Managers’ policy 
during the past few years of investing in the $ 
shares of Canadian banks (now nearly one-third 
of the Trust Fund). The sterling income from 
these $ banks will increase. Distributions on 
Bank-Units for 1950 should therefore exceed 
those for 1949 and enable the recent steadily 
rising trend to be continued. 
Offer pricel 6th Jan.21 /104. Yield(conservatively 
calculated on net cost including commission 
and 2% Gov't. Stamp Duty, and subject to 
reduced rate of tax, allowing for D.I.T. relief) 
£3/12/5% which may be further increased 
by up to }%, according to the amount of the 
Unit holder’s income for tax purposes, by 
claiming additional double income tax relief. 
(N.B. Surtax payers obtaining this relief would 
be assessed for surtax on a higher income.) 

Units can be cel boven and sold at quoted 

met prices (and full information obtained) 

through any or Bank. 

TRUSTEES : MARTINS BANK LTD. BANKERS : BARCLAYS BANK LTD. - 
AGERS: BANK INSURANCE TRUST CORP.. LTD., 30 CORNHILL, E.C.3 
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Planning Norway's Defences 
[BY A CORRESPONDENT] -.. 


Tue main function of Norway’s armed forces must be to 
held on to sufficient of the country to enable help to arrive 
{rom its allies. This is the kernel of the 880 page report of 
the Norwegian Defence Commission which was published 
on December 6th. It is not a startling conclusion in itself. 
But against the background of Norway's neutrality and 
pacifism it is nothing short of revolutionary; or, more 
accurately, it would have been, if the Commission had et 
taken over three years on their task. For this assum 

is inherent in Norway’s adherence to the Atlantic 
which was old news by the time the report was published. 
Nevertheless, both the Commission and the Norwegian 
Government are to be congratulated on facing the lessons 
of 1940—and on planning to act on what they sce. 


The Commission included representatives of all the 
political parties—with the single Communist: member: per- 
manently dissenting—as well as service — It aimed at 


cutting Norway’s defensive coat accor to the cloth 
available. That being so, it had already Sottog on the basic 
task of Norwegian forces by the time the Atlantic Pact was 
conceived. This development, therefore, did not alter the 
shape of the proposed structure. But it is not true to say 
that it made no difference. For it gave it the solid founda- 
tion of American su —a very considerable difference. 
{it is probable that, i there, bad. been. ne Anemtic Fact, close 
ties with Britain would have been sought.) 


‘To perform their task, the 
recommended, be organised with three 


effective. 
topography of Neriay both Ielpd wed binders these 
favourable to 


actions, < but unfavour- 
he Commission 
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; and special armoured units are proposed to 
the vital airfields of Sols, Gardermoen and Stavangc 
in Norwegian hands.) ! 


Men and Material 
The report reckons that its proposals should be madc 


outlay will be kr. 2,800 million (£135 million)}—about 3 per 
cent of the national income—in the next six years. 

The main change in eka Piao 
twofold organisation consisting of a field army and, secondly, 
of local defence troops. These latter will be based on 18 
local defence districts with permanent staffs. That they will 
have a ~ important role to play may be deduced from 
the emphasis on delaying tactics and the speedy. mobilisa- 
tion of forces. Their exiiipmect is to be strengthened accord- 
ing to the Commission’s recommendations, and their final 
strength will be 120,000 men. (There are already 93,000 
men in the Home Guard, nearly all volunteers.) 

To the Air Force is assigned the task-of maintaining an 
organisation capable of accommodating allied contingents 
as quickly as possible. The Navy is to be strengthened by 
the addition of at least three submarines, 13 MTB’s (orders 
for the first two of which have just been placed) and two 
minelayers. Various existing ships are to be refitted. The 
main submarine base will move from Trondheim to Bergen 
and the Navy will be organised into Coastal Commands 
with bases at Horten, Kristiansand, Stavanger, Trondheim 
and Harstad. 


Slight changes = recommended in the length of con- 
script training. diers “ry Se for nine months, sailors 
and airmen for eleven, and specialists in all services for 
twelve. A _ effort is to be made to build up an efficient 
corps of 


Problem of American Aid : 
As corollary to this expansion and modemination 
forces, the production of 






Norway's fighting 

munitions in Nor y 

on t a 

small w 

British + weapon They are trained in British methods. It 
would clearly lead to inefficiency in the field: and undesirable 
expansion of the staff if a part of their small forces were 
ile Sat lee 


pesnige ofsupply and maintenance involved. 

ao ni ve Americtos Americans should con- 
centrate only on Pb in ies equipment 
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The chemical industry’s achievement in respect of 
chlorine is one of production. The consumption 
of chlorine has increased steadily since its.discovery 
in 1774, and in recent years great efforts have 
been necessary to meet the ever-growing demands 
for this important chemical. Chlorine is one of 
the most reactive of the elements and, for this 
reason,. itis never found: free’ in Nature. «In 
1799, Charles Tennant of St.. Rollox ‘Works, 
Glasgow, combined it with lime to ‘produce 
bleaching powder, and from that day forward, 
chlorine and its derivatives became intimately 
associated with the progress ‘of industry. ‘Now, 
in liquid or gaseous form, this versatile chemical 
is required in enormous quantities for the 
bleaching of paper and textiles, for  sterilising 
water supplies, and for the manufacture of acids, 
disinfectants, drugs, plastics, refrigerants, solvents 


and countless other important chemicals, including 


the powerful * Gammexane’’ insecticides. 

Today most: chlorine. is produced by passing an 
electric current through brine. ‘This ‘process 
yields caustic soda and hydrogen as well as 
chlorine. _ Caustic soda Is itself a valuable product, 
and the hydrogen may be combined with chlorine 
in a separate process to yield hydrochloric acid— 
yet. another. chemical ‘of the utmost value to 
mosen Ings sie 
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STEEL OUTPUT 


1947 
12,724,000 tens 


1948 
14,877,000 tons 


F 15,553,000 tons 


A record 
that makes you think 


The proved policy of the steel indusiry has yet 
again given the nation a year of outstanding 
achievement, The output. for 1949 was once 
more an all-time record — 15,553,000 tons. 

Open. competition has spurred on the in- 
dustry. Co-operation in research and develop- 
ment is keeping British steel supreme in quality 
and low in price. Government supervision 
protects the public interest. , 

What better proof could there be that the 
present policy is the most practical way of 
putting all the resources of the steel industry 
at the service of the nation? 


STEEL 


is serving you well 
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THE BUSINESS WORLD 





- European Clearing Union 


Te main outlines of the new European Payments 
Scheme have been agreed by the Payments Com- 
mittee of the Organisation for E Economic 
Co-operation and will be submitted for approval to the 
Council of that isation at its impending meeting 
in Paris. The present Intra-European P; Scheme 
still has more than five months to run before it comets 


_ its course ; but no tears would be shed if that. e 


could be replaced before its terminal date on June 30th 
next. The balance of payments estimates for 1949-50 
on which it is based are being c falsified by 
events. Some of the drawing rights established under 
the scheme have not yet been touched and the conditional 
dollar aid from the United States which, in turn, is 
anchored to utilised drawing rights is therefore being 
imperilled. The unrealistic character of these estimates 
has, moreover, been accentuated not only by the actual 
course of trade but by a purely technical consequence of 
the currency devaluations of last September. For the 
purpose of the IEPS and for the determination of draw- 
ing rights, the Buropean surpluses. and deficits were 
expressed in dollars by conversion from the various local 
currencies at the pre-devaluation parities. When recon- 
verted into European currencies at the existing parities, 
the figures bear very little resemblance to the realities 
of present intra-European trade. That is one reason 
for the obsolescence of the present IEPS. 

But, apart from this weakness of the existing arrange- 
ments, there is an urgent need to establish the payments 
machinery in Europe on a truly multilateral basis and 
to bring it into line with the efforts the OEEC countries 
are making to liberalise their mutual trade and to relax 
exchange contfol restrictions on “invisible” trans- 
actions, The time has come, moreover, to establish a 
European payments system which is less directly linked 
to Marshall aid than the present IEPS ; what is needed 
is a scheme which, although launched as part of the 
European Recovery Programme, will be capable of being 
dovetailed into the system that will obtain when there 
are no more conditional grants from the United States 


| and when, indeed, there will be no more Marshall 


of any kind. 
x 


It has been recognised, therefore, that the first objec- 
tive must be to ensure the complete inter-transferability 
of western European currencies. arising from 


to indulge his propensity for living at other countries’ 
expense. The scheme must therefore incorporate some 
form of sanctions—a strict limit to overdraft facilities or 
so-called gold points—both to act as a deterrent to the 
debtors and to offer some incentives to the. creditors. 
The second main objective of any new scheme must be 
to allow intra-E trade to develop freely and to be 
liberated from the virtual strait-jacket into which it has 
been compressed by the present IEPS, which makes 
drawing rights conform to-inevitably fallible estimates of 
what future balances of payments may be. 

To secure these objectives it is proposed to set up a 
new European Clearing Union—its precise title has not 
yet been finally decided—to take over the work now 
done through the Intra-European Payments Scheme. 
This organisation will keep clearing union_accounts for 
member countries and will do so in terms of a new 
European unit of account which will be given a defined 
gold or US dollar equivalent. Among. the perpoees 
names for the new unit, one of the present favourites 
is the “ écu” derived from the initials of the Union, 
but also a word with a good European tradition. Each 
member country would be given a quota of new style 
drawing rights at the Union, the quota to be calculated 
on the of its foreign trade for the preceding year, 
probably made subject to yearly adjustment in accord- 
ance with changes in this trade. The members would 
not pay any local currencies or gold into the Union, but 

be allowed to overdraw their accounts up to the 
amount of their quotas; they would also be able— 
indeed the creditors would within limits be required— 
to accumulate credit balances with the Clearing Union. 
Both overdrafts and credit balances would be expressed 
in terms of écus. 
x 


Every month, or at other intervals to be decided, each 
member country would notify the Union of the amount 
of its holdings of other members’ currencies currently 
earned, just as it now notifies the Bank for International 
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facilities. ‘The first would restrict the amounts both 
overdrafts and of accumulated balances, and the second 
would limit the duration of these debit or ao 
The facilities provided by the Union would not 
ee ded So Gebe®” wales Cok “dekeaial oelngy in 
balances of payments of the member countries. Any- 
thing more permanent than these seasonal deficits and 
surpluses would have to be financed by a more permanent 
type of ECU credit, or by ECA grants. If, therefore, the 
periodic compensation required the use of facilities going 
beyond the individual quotas, or if the amounts involved 
were left outstanding for more than a given length of 
ee a 
drafts and corresponding credits. | 


When debts or credits were thus converted into Jonger 
term credits, the creditor would obtain a partial payment 
in dollars or gold and, correspondingly, the debtor would 
pay part of his debt in the same medium. The conse- 
quent withdrawals of gold or dollars from the ECU 
would not, however, necessarily be equal to its receipts 
of gold and dollars. It is possible that one country might 
be a creditor all the rest and would, therefore, 
reach the limit of its quota and exercise its right to with- 
draw gold from ECU, long before any debtor had reached 
the limit of its overdraft facilities and was therefore com- 
pelled to make gold or dollar payments. . For that reason 
it would be necessary—or at least desirable—to launch 
the ECU with a hard currency reserve, which could be 
provided in the first place from ECA dollars. It is also 
conceivable that the ECU could rediscount some of its 
claims. It might, for example, acquire dollars from the 
International Monetary Fund. Any such transaction, 
however, would require the reversal by the IMF of its 
ruling not to supply dollars to countries in receipt of 
Marshall aid. 


2,¢ 


The distribution of ECA dollars through the channel 
of ECU would provide one of the methods by which, 
—T. remainder of the ERP period, part of the 
le Marshall aid would be distributed according to 

merit and not according to “ need ”’—as measured by 
estimates of deficits in balances of payments. The pros- 
pect of gold receipts and payments would not, however, 
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provide a sufficient mechanism to ensure the maintenance 
of even approximate equilibrium in the balances of pay- 
ments between the countries concerned. The ECU 
should therefore be authorised to give advice to and, if 
necessary, to bring pressure to bear upon member 
countries, whether persistent debtors or creditors, whose 
position was deemed to be caused by mistaken economic 
policy. It might also be open to the ECU to authorise 
member countries which were losing gold to apply 
quantitative restrictions in their trade with countries 
taking gold from the Another form of pressure 
would be the levying of interest on all overdraft facilities 
extended by ECU. It would seem reasonable to assume 
that the BIS, which has acted so efficiently as agent for 
OEEC in operating the European Payments Scheme, 
should take over the work of the new ECU. 


It will be seen that in its main outlines the scheme 
bears a very close resemblance to Lord Keynes’s scheme 
for an international clearing union. Its main difference 
from that scheme is that ECU would operate within a 
European and not a truly international context. The 
“banking principle ”—that is, the inevitable equality of 
aggregate international debits and credits—which played 
so fundamental a part in the Keynes scheme cannot, 
therefore, apply with equal force to the European 
scheme. For this reason, the possibility of some con- 
version of the ecu into gold or dollars must be con- 
templated. The Keynes scheme also went out of its way 
to penalise the persistent creditor almost as much as the 
persistent debtor. It is unlikely that any such device 
would prove acceptable to those who are now formulating 
the new European Payments Scheme. 


Whatever refinements and amendments may be intro- 
duced into the scheme before it is submitted to the 
Council of OEEC at the end of this month, and whatever 
may be the details which may subsequently fill out 
the present outline, it is evident that it represents an 
immense advance on the present IEPS. t scheme 
has done excellent work, but it is fast outliving its use- 
fulness. There may be real differences of opinion on 
the question whether the new scheme, as here outlined, 
provides the most promising solution to the problem of 
European payments ; but as between ECU and IEPS 
there cag be ‘no room for doubt. 


Report on Power 


I’ is easy to forget the simple grandiloquence with 
which the notion of na electricity was pre- 


sented to Parliament by Mr Shinwell, then Minister of 
Fuel and Power, three years ago. Mr Shinwell, who was 
moving the second reading of the Electricity Bill, was 
on safe ground when he submitted that “ the supply of 
electricity and, in particular, its distribution, are at pre- 
sent organised on a basis which must be regarded as 
completely out of date.” But advantages of a positive 
kind were to flow from the nationalisation of the in- 





But it would all be changed: every effort would be 
made to speed up development plans and the production 
of power plant: 

This Bill fortifies the endeavours of the technicians in 
the electricity supply industry, and affords them the 
opportunity of putting into effect development plans which, 
up to the present, have far too often been impeded by sordid 
financial considerations. 

Perhaps those fine phrases would have been better 
unspoken, but now that the British Electricity Authority 
has issued its first report* they can be recalled. 
oy ett Vie'toon charge it the pie: eer 
city in of the power generating 
and distributing system since April Ist, 1948. It enjoys 
wide powers, high industrial priorities, and—with power 
to borrow up to £700 million apart from its. compensa- 


* British Electricity A Authority: First Report and. 


Statement 
of Accounts, 13th hae 1947, to 31st March, 1949. HMSO. 
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financial considerations.” ae. seo-aumane ee the 
authority could have transformed the 


ics or worked an eee mice i ths sor une. Bu on 
it is fair to look to it for a systematic approach to 
ak, andl 6 9alice monaOn onemeiad atts Iesokech 


"TRADING RESULTS OF CENTRAL ELECTRICITY AUTHORITY 
AND AREA ELEctrictry Boarps, 1948-49 





Area 


eee wee ewe eee 


London 
South Eastern ........... 
Settee. oie k vn he anecbans 


emer eeee 


NE ¢ .. ecebawk sean 
Senth Ww ‘ales mee egos 
York RS ki ea .i ade 
North Easterm.........5.. 
North Wesiern ..........- 
South E <2 Scotland 

Seuth West Scotland 


the old system was blamed. Neither this report, nor the 
Authority’s known performance to date, contains any- 
thing to suggest that such an approach or such a policy 
exists. 

The report has one major success to record: the con- 
solidated accounts of the and the area boards 
show a surplus of {4,391,684 for the first operating year 
which ended last March. figure is reached after 
providing for depreciation of fixed assets to the extent of 
£30.61 million, the writing off of “ intangible assets ” 
of the di undertakings to the extent of 
£700,000, and £341,836 spent by area boards on chang- 
ing the systems of supply. -This is considerably more 
than the predecessor succeeded in apply- 
ing to the same purposes in 1947-48. 

It is worth noting that no provision has had to be made 
for income tax or profits tax, though the Authority is 
“‘ assessable ” for these. This is “ a consequence of the 
wear and tear and initial allowances appropriate for the 
year”; in short, the rate of capital expenditure is so 
high that the initial allowance exceeds the liability for 
tax. Indeed, though the report does not suggest.it, the 
Authority seems unlikely to have to pay tax so long as it 
keeps up its present rate of capital expenditure—some 
£95 million in year under review and more than 
£100 million a year at present—and so erie 
initial allowance remains on its present basis. 
however, a deferred liability here oo wee would laa 
abruptly if new investment had to be greatly cut down. 

In their scope and detail, the accounts and statistics 
published follow the good example set by the National 
Coal Board ; ge ee Ce ee eee 
itself, which is turgid in manner and labyrinthine in 
arrangement. Ns: teed taveagad. Sorte tbe aikd af -alnc- 
tricity to consumers rose from £168.4 million in the 
et aes Sie A Lar cma 

in the | I Clee million in the 





THE ECONOMIST, January 21, 1950 


spt chs would haps emoneenl on <7.non.n0n 1948-49 
S Senencinter sae ae eae 


been introduced in two-part _ Thus the average 
fren per wnt sold ron om 1123 i the lt yes 
system to 1.176d. in the first year of nationali 


It is of interest to see how this money was spent. 
senemnt a0 CE STE Oe Peers 0A epition, 
as it happened, disappeared. Financial appropriations, 
in which of fixed assets is the largest item, 
Sh alighaly t0.0:5898: a unit. But the expenses 

rose from 0.782 to 0.857d. a 
-—- almost half of this increase is accounted f 
higher cost of coal, and the remainder by the higher 
cost of other materials, of labour and presumably of 


. Thus, although an increase 
was achieved in thermal efficiency at the works, its effects 
were outweighed by the cost-raising at work 
in the economy at 


tendencies 
large. Coal prices had risen shortly 
before the Authority took over, and this was a flat-rate 
increase—and, therefore, unfavourable to a big con- 
sumer of the cheaper kinds of coal. As the year went 
on, however, and the technicians succeeded in raising 
average thermal efficiency from 20.86 per cent to 21. 15 


CENTRAL Euectuiciry AUTHORITY 
SUMMARY OF TRADING OPERATIONS 











Purchase of electricity 597 
Total, generation and purchase “O-6116- 
Main transmission :-— 


Other costs 






eee = and a e 


Total, generation, purchase and main trans- 


od 


Electricity— 
To Area 
To railway undertakers 
0-6628 
Steam Q-0018 
Total trading revenue 0-6646 


Gross trading surplus . 
Administration and general expenses ‘including 
those relating to fupitlens of co-ordination, etc 
Other expenses, including unallocated 1 capital 
ch income 


arges, less sundry . 
4-55 
“ var 
i 


0- 0248 





Deficit (£607,149... 0-0033 
mnt per uni sul i ib } Average pox wait. sant oot. Of this total, 43,199 
oes hal ee ee Boards and 623 ion to railway under- 


per cent, the fuel cost per unit sent out declined Hive 
0.429d. (April to June, 1948) to 0.409d. (January to 
March, 1949). 


_ made a_ loss of 
is attributed to 
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south-western). are. predominantly. rural.. areas ; the 
question appears. tobe raised. at the optect. whether. the 
policy is to be to pay for rural out of pro- 
fits made in the industrial districts, In. tact, however, 
the Authority has yet to evolve a policy on this question ; 
undertakings in these two areas were faced with losses 
heavier than the average when the boards took over, and 
it was not found practicable to remove these large deficits 
at one stroke. 


Higher plant efficiency is the inevitable and proper 
aim of the ; new, , and better plant. the 
obvious way to.achieve it. To blame the pawer-station 
engineers for constantly wanting new power. stations 
ie ich te ya ig But the central authority has 
more to consider than plant efficiency. itself ; it has to 
relate the economies gained by higher. thermal efficiency 
to the burdens assumed by heavy capital investment. It 
should also have a clear sense. of the 
between its investment programme and the other 
on the national investment resources—otherwise not 
only the notion of an integrated fuel.and power policy 
but ie the whole idea of purposive economic develop- 
ment become m . The Authority’s attitude on 
questions of this kind, and not any deficiency in its 
immediate trading, is the vital matter on which the report 
gives no satisfaction. 


First of all, the idea that new and more efficient power 
stations will make electricity cheaper needs to be ex- 
ploded. The report is informative about costs of con- 
struction : 

The capital cost of generating stations per kilowatt of 
installed capacity is now about three times as much as before 
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the war; and the new stations and extensions of existing 
Stations projected for 1950-53 will cost on average about 
£50 per kilowatt installed. 
In the year under review, the authority ordered new 
generating plant to the tune of £45 million. No industry 
engaged in expansion or re-equipment can afford to 
ignore the cost of new plant. It happens that capital 
charges are a far larger part of the cost of a unit of 
electricity than of the average industrial product, and 
the cost of new power plant is at present so high as to 
aggravate this drawback progressively. The report 
recognises that capital charges “ will grow in relative 
significance ” as the expansion programme proceeds, and 
the present low level of tariffs will be threatened : 
Unless offset by increasing technical efficiency, coupled 
with expanding sales, the growing burden of ve charges 
may necessitate higher tariffs. 
But this is only half the truth, for two reasons. No fore- 
seeable technical superiority of the new plants over the 
old is in the least likely to offset their increased initial 
cost in full. Power from plants now being built will, 
therefore—however efficient they are—cost more to 
produce than the power which the old plants are pro- 
ducing today. Thus, until the cost of new plant falls 
substantially, electricity will tend to be dearer as more 
and more new plant is installed. 


To suppose that “expanding sales” in themselves 
offer a remedy is fallacious for the same reason. Unless 
the present load pattern is changed, sales can be ex- 
panded only by building more plant ; for the existing 
plant is already stretched to capacity, and more, at peak 
load times. To the extent that demand increases and 
the Authority is able to instal the new plant to meet it, 





ALEXANDERS DISCOUNT COMPANY 


Statement of Accounts, 31st December, 1949 
Authorised a 1 my ae of s . 
oe eee 2,600,000 


rest90,000 Shores t 6% Cumulative Preference 


200,000 

1200083 £2 1,200,000 
cree Libily, £ ee 1,400,000 
Share Premi 17335190 
2,200,000 
Profit and Loss Account ... 409,000 
4,009,000 


Loans, Deposits, Sundry Creditors anh 
Conti "Reserves 125,689,101 


tingency 
Including liabili 
¢ ps oe 2 of £124,025,300 
Final Dividends Ces 7 Tux) 2 sealiihaahod 69,300 


£129,767,401 
Co 


49,611,930 


ment Securities (Quoted) iz ui <i 400,431 
Loans on Security and Amounts Receivable... 490,828 


£129,767,401 


24, LOMBARD STREET, LONDON, E.C.3 E.C.3. 








An Account of 
STEWARDSHIP 


Ar rue END of 1949 our Deposits amounted 
to over £1,130 millions. Four of the chief 
ways in which we have employed these vast sums 
entrusted to our care are as follows :— 


=} Advanced to Trade, Industry, Agriculture 
— and other borrowers : £271 millions 





Invested in British Government Securities, 
including Treasury Bills and Treasury 
Deposit Receipts : £371 millions 





Leaned at Call or short notice to the 
Monéy Market (which im turn invests 
mainly in Treasury Bills and short-dated 
Government Bonds) : £112 millions 





Held as Cash im our tills and with the 
Bank of England and other Central Banks : 
£93 millions 
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megawatts at 2.30 a.m. sok sheen Ap 0,500 
8.30. a.m. A part of the demand at 
Electricity 


said 3 
factor (which expresses the average degree of utilisation 
of plant) was increased from 47.4 per cent in 1947-48 
to 49 per cent in 1948-49. This seems to have been 
achieved partly by the exertions of the technicians 
(who by now have gone about as far as they can go), 


an emergency ; it is permanent, and i 

the search for an economic system of electricity supply. 
To blame the Authority for having failed to find a solu- 
tion in its short life would be absurd ; but is the essential 
question being tackled at all ? 


winter surcharge ; the “Authority does not conceal the 
reluctance with which it acted, upon a“ request ” from 
the Minister of Fuel and Power to introduce the winter 
surcharge, and’ its ¢laim to have taken “ all practicable 
steps ” can hardly, in the context, carry any conviction. 

But this was. no more than an immediate,: stop-gap 
sameness would: be useful. to virndlinal agro has 
become more important suggestion 
bility of differential time-of-day Sen aoa be 
studied ; cheac GCeit deaae tabtten Chet reas 
times and very mascik denier at: peik tae be WE, fee 
example, heat storage at night .would become an 
economic practice. Is anything being done along these 
lines ? It seems not. 

Instead, the Authority appears to be pinning all its 





year ”"—and in one’ year for an of 2,150,000 
kilowatts. Notice was given to the plant ers 
to increase their . “limitations 
were i upon ° mes by the 
Government’s capital investment programme for 1948.” 
In any case, however, was not being produced fast 
cn found Ministry of Supply looked ‘into the matter, 
and that the boiler manufacturing ‘and pipe fabri- 
ity allocated to the home 


Gately dettech 418603006 kilothabie Bia Peat: Even this 
made assumptions about supplies of labour and materials 
which have never yet come true. 


Instead of 3,051,000 kW of new plant which was to 
be ‘brought into service in the three years 1946-48, 
Sc aaeinekce teat Amended estimates of 
future “‘ shortages of plant capacity in extreme cold 
weather ” were then made, and the day of surplus was 
put off till 1952-53. These amended estimates were 
amended once more fast spring and the expected surplus 
of 498,000 kW for 1952-53 was converted into an ex- 
pected deficit of 666,000 k —a burst .of .cealism which 

Epleined bby she moroet figure at; 966,900 KW 
nt which was } hin 1948, 
consisting of 239,000 kW from the 1946 programme and 
327,000 kW from the 1947 programmie. ' But in spite of 
everything—in spite of the total of barely over 700,000 
kW achieved in 1949, instead of the 1,328,000 KW which 
Se heed ; coamitttes utes 
on eee eee "15% 
and hoping that supply will equal demand in 19 
estimate is not in the report ; nor is the fact 
Authority, sn Ste ddotonps te pee free tHah Tabaiaee 
British boiler plant, has asked the Government for per- 
ee ee Cee Wee me CY 


Released, if only temporarily, from sordid financial 
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impediments, the electricity supply industry has found 
itself bogged down not less firmly in unpleasant economic 
facts. ‘ele suight ant to be blaniedyas the report appests 
to blame it, om the cruel world—the. consequences of 
the war, or the. failure of a supplying 
industry to live up to extravagant promises which ought 
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never. to have been believed. If.there is ome service 
which should. be required, above all others, from the 
board of a nationalised industry it is that this kind of 


happy-go-lucky expansionism—with all that it implies 
in resources pre-empted, immobilised, and going to 
e—should be unthinkable. 


‘ Wast 


The Cost of Transport 


HE Transport Tribunal, sitting as a consultative 
| erento tarr has 





to outline some of the contentions which were put for- 
ward, both by the applicants and by the respondents. 
Total traffic receipts oF British Railways last year fell by 
more than {10 million, from £331.9 to £321.3 million. 
Estimates submitted to the committee suggested that the 
Transport Commission’s deficit for 1949 would be 


ba.) gay £21 million, and for 1950 some {£30 


€ gross yield from the 163 per cent increase 
in freight rates which is sought would be £36 million 
on estimated freight receipts (before the increase) of 
£210 million ; from this gross increase a deduction of 
almost {10 million has to be allowed for probable loss 
of traffic. Thus the benefit of the increase in freight 
charges, after discount for possible loss of traffic, might 
be put at £26 million—not enough to cover the esti- 
mated deficit in 1950, even if the increase had operated 
for the whole year, and still leaving the 1949 deficit to 
be carried forward. 


The argument before the Committee has turned 
largely on one point—whether this estimate represented 
the best that the Commission could be expected to do, 
both in attracting traffic and in operating economies. 
The forecast presupposes some further net increase in 
railway operating costs of {2 million this year, and a 
loss of traffic of £5 million. Thus the marked deteriora- 
tion.of railway costs and revenues which dominated the 
Commission’s economic position last year is, in the 
absence of any increase in charges, expected to continue. 
If charges were not increased, the Commission would, 
on its own showing, be faced with accumulated deficits 
ranging up to £100 million by 1952—a a 
satisfactory condition from which to contemplate the 
troduction of charges schemes, Moreover, the cima. 
tion of deficits on such a scale would hardly appear to 
satisfy the obligation which rests on the Commission to 
balance its revenue account “taking one year — 
another,” whatever that phrase may rey ere 
9 Serene PNR aOR ae ea 
sidise the of transport would appear to be ruled out 
by the terms of the Act itself 


It is, in one sense, that the railways 
should have to seek an increase in charges before an 
integrated charges scheme could be worked out and 

oved. But it would be even more unsatisfactory if 
its were allowed to accumulate until such schemes 


n eae 

ae cen the fall i paved oe pa it is piobabily 
in passenger is 

true that even on the best: about future 

traffic—even applying, say, the volume of traffic recorded 

in 1929 to the conditions of today—the railways would 

still be faced with the problem of the deficit. It is, fun- 
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eee CS 
or » aS a matter 

from ioc uae traffic to hicks lncronied changet charges 
can be made to “ stick” most effectively. Much was 
made of operating efficiency by all participants in the 
enquiry. The witness for the Commission argued that 
to get £20 million off the oe accumulated deficit 
of £100 million by 1952 represent an “ enormous 
economy.” He anticipated economies of £2 or £3 million 
on the railways this year (the figure for 1949 was about 
£7 million). To say that railway staffs were “ excessive ” 
would, he suggested, be “a delusion,” a delusion for 
which the critics of the Commission “ at one time pro- 
bably had a little ground.” No substantial pruning 
could take place in 19§0. 

Comparisons of productivity on the railways and in 
industry occupied a considérable part of the hearing. 
It will be for the committee to decide which side had the 
better of the argument—whether the Commission is 
right in its view that only piecemeal. economies are now 
possible, that mo case exists for a drastic reduction 
of staff, and that the major economies which, it is popes 
will emerge from integration cannot be 
many years to come; page eg tage 
railway management compare unfavourably in respect 
of productivity with what has been achieved in some 
other sectors of British industry. It is, perhaps, surpris- 
ing that comments on railway efficiency dealt only on 
this broad basis of comparison with other industries ; 
the method of organisation of ‘the Commission and the 
Railway Executive raised from the outset this very 
problem, yet at no point in the proceedings were the 
relations between the two bodies submitted to any 


the ed cates oul peonetiodal ech Conenie 
increased charges made Connaesion, 
i validity would ecem to rest much more 


in the exercise of the powers which have been delegated 
to it by the Commission. 

Another argument to which the committee will have 
to give careful attention is the made on behalf 
of the National Coal Board, with the of the gas 
and electricity authorities, that coal should bear some- 
thing less than the full increase which is proposed. It 
a ission that it would 
be inappropriate, in the present ication, to make any 

in the i between 


charges tor- diesen clans et frelght tet. That, it 
deep study when 


. It was argued 
on behalf of these large users that coal-train 


transport 

traffic was highly economic, that it was not easily diverted 
to. other Soeete. ot spammers, (x gpinr. ans. teby:atareded 
and that higher freight 


F 


eta eres 





of coal in the economy of the country. 
No one would attempt to deny that the consequentiai 
increases in costs and prices which would be caused if 
freight charges are increased by one-sixth will be large 
and unwelcome. For the steel industry (which has had 


some success in absorbing higher costs in the past, but 
has yet to experience the effects of devaluation on, 
the prices of ees iron ore and steel scrap) the extra 
cost of transport would represent about 10s. per ton on 
steel ingots. But nothing is to be gained by chicken and 
egg arguments about which of the basic industries started 
the sequence of higher costs. All of them have been 
affected in various ways by the general process of infla- 
tion and rising wages which has been proceeding for 
two decades. Some of them have been more successful 
than others in sheltering the consumer from the full 
effect of costs—the coal industry least successful, 
free steel, electricity arti even the railways 
have n more successful. To some extent, success in 


of overheads. In steel and electricty, this 
condition ‘still obtains. On the railways, it has become 
less true each year since 1946. 
The argument about railway productivity is thus 
concerned with the ability of railway management to 
reduce railway costs and improve efficiency to carry the 
reduced level of what must now be accepted as normal 
traffics. It is on this point that the evidence submitted 
Oe ee seen ant Railway Executive 
ves room for misgi general line of argu- 
inet ‘wan that’ ino. spectactiler 
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Business Notes 


Bankers’ Plea for Disinflation 


The bank chairmen this year certainly merit a particu- 
larly careful hearing. All but two of their annual “ 
have now been issued, and they are full of shrewd advice 
upon, and searching diagnosis of, Britain’s economic difficul- 
ties. None of them supposes devaluation to have been any 
iy 2 a arg, a tla arg As Sir 
Willi of Barclays Bank remarked, it has 
offered shay om a temporary breathing space and neither it 
nor the “ consequential measures” makes any positive con- 
tribution. Its inevitability was merely, Oe oy eet 
Eric Smith of the National Provi “a belated admission 
of previous error—and, for an importing country, of v 
grievous error.” Lord Balfour of Burleigh, of Lloyds 
—who again makes an contribution to the year’s 
ee the same point in greater detail. Devalua- 
he emphasises, was the result of four years of over- 
coaniiiie it might have been avoided if, when American 
prices were rising, Britain had curbed the excessive outlays 
“ responsible for over-full employment and the wages spiral 
to which that gave rise.” All the bankers agree that the 
basic cause of the past financial mismanagement has been the 
excessive level of expenditure, especially Government expen- 
diture, and all plead now for stern retrenchment as the first 
essential of national policy. Otherwise, as Lord Balfour 
forthrightly remarks, “a fresh crisis at no very distant date 
can hardly be avoided.” Like Sir William Goodenough, he 
doubts whether the ordinary citizen—sheltered by subsidies, 
by an inflationary wages structure and by secure employ- 
ment “ even in the least occupations ae the 
recurrent crises as having any significance for him. 

Aggregate bank deposits—of the nine clearing banks 
whose accounts are so far available—have in 1949 
shown only a tiny expansion, in contrast oS “this 
rapid growth in ev $ year since 193 ut 

: nd cad Sas pik deceived the bankers into 


more reassuring trend 
suppéting thine’ the’ ifttionaty’ menace has teceded. “On 
the contrary, ee ee en cere oe 


prerequisite of any real Lord Balfour remarks that 
“ for all the Chancellor’s . we have merely enjoyed 
the unique ex 


perience of paying over, in peacetime 40 per 
cent. of our income to the tax-gatherers and still failing to 
Si ad ok Retrenchment is needed not merely to ensure 
sufficient disinflation, but also to provide for the tax 

ee eee only means of restoring lost incentive. 

, however, whether the cuts already 

ie Biase will suffice to achieve even the first of these 
objectives. Mr A. H. Bibby of Martins Bank calls for 
economies “ far in excess ” of the planned £250 million, while 
Lord Balfour says bluntly that disinflation cannot be adequate 
unless it involves such ding as would 


tinues, any sufficient redistri tion of man _ remains 
impossible and the menacing wages spiral persist. The 
economy is “ petrified in the pattern of 1947.” 


* * x 


Duty to Provide Incentives — 
Nor, Ceapiee Nie. Meetvening enpensian achieved ia the pest 


do the bankers see any reason to suppose that 
oman th peodkiction. will avert the need. for the stern 


measures which they advocate. Lord Balfour, after noting 
that the London and Cambridge index of production gives 
a “less flattering” picture than does the official index, re- 
siabedie:lanece ie uate ent bead since prewar days as 
a@ very poor return on the net capital formation undertaken 
by private enterprise in the past four years. But, like his 
colleagues, he does not expect any all-out effort— 
in an environment from which the discipline of dismissal 
has been largely removed and the positive stimulus of 
reward deadened by penal taxation. uman nature being 
what it is, we cannot yet afford to dispense entirely either 
with the stick or the carrot, and until we have a nation of 
angels it is the duty of the Government so to handle our 
affairs that people have a monetary incentive to do the things 
which are in the national interest and to refrain from doing 
those that are not. 
Few of the bankers venture upon any detailed indication of 
where they think the main weight of the economy axe should 
fall, but Sir Walrond Sinclair, the new chairman of Williams 
Deacon’ $, mentions capital iture first and Government 
expenditure second. Sev: of the. chairmen emphasise 
that general retrenchment, so far from being an attack upon 
the social services, is the means of ensuring that the economy 
becomes strong enough to sustain them. 


Only Lord Balfour makes any really forthright pleas for 
the use of interest rates as an instrument of control, though 
passages in several other statements—notably those of Capt. 
Eric Smith and Sir William Goodenough—point in the same 
direction. Arguing from the anomaly of the maintenance 
of differentially on rates for the Public Works Loan Board, 
Lord Balfour points out that the resultant disproportionately 
low level of rents is leading to wasteful use of housing accom- 
modation. Neither economic use of resources nor real relief 
from the crushing tax burden can be expected while the 
systems of pervasive subsidies continue. Indeed, “our 
present plight is due in no small measure to this Govern- 
mental habit of paying out money to ten people, and getting it 
back from nine of them, in order to help the odd one who 


needs helping”—a singularly penetrating and graphic 
comment. 
* * * 


Programme for 1950-52 


The memorandum submitted by the British Govern- 
ment to the Organisation for European Economic Co- 
operation on the programme for the next, and last, two 
Marshall plan years must be read in the light of this 
governing reservation: 

The figures given in this memorandum should be regarded 

as illustrative material and not, in any sense, as a forecast. 

. . They do not form a programme in any ordinary sense 

of that term. 
Despite this qualification, any essay in probabilities such as is 
caus: in the document (Cmd. 7862) cannot be ignored. 
if orders of magnitudes are forgotten, it shows the 
general direction in which the ideas o Ministers and their 
advisers are moving. The purpose of the memorandum is to 
show how Britain intends during the next two years to move 


towards dollar solvency ae to strengthen its reserves and | 


the position of sterling in the world. 


The latter objective is restated in terms. The 


Goverment’ inteaton was to emerge im the ERP 
dollar reserves about equal to the 
with which that period began. . It is saanieaty 


er eee 
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admitted that no plans can now be made for the recover 


of the reserves from the level of $1,688 million to whic 
they had fallen at the end of 1949. But the objective is 
none the less to be kept very much in mind: | 


_A nation which is the centre of a multilateral trading and 
financial system conducting transactions with the dollar 
area alone of about $7 billion a year and also providing the 
currency in which a large part of the world’s international 
trade is carried on necessarily receives the impact of every 
ripple in the world economy and cannot satisfactorily carry 
on with reserves of less than $2 billion. Before the war the 
UK had $10 billion in present day purchasing power and 


could suffer a large temporary loss of dollars without a 
crisis. 


The general policy through which this approach to dollar 


solvency is to be achieved is set out under four headings: 
t) the devaluation of sterling, (2) anti-inflationary action and 

¢ stabilisation, (3) growth of productivity, and (4) free- 
ing trade over the widest possible area. Illustrative figures 
have been prepared of the progress which the United Ring- 
dom hopes to make towards the objective of dollar solvency 
in the next two years. These figures are themselves based 
on four assumptions: that ERP aid to the amount of $720 


. million is received by Britain in 1950-51 and of $480 million 
A nechAee ueskaeer’ : 


in 19§1-§2 ; that | strial production and gross 
national product remain throughout at the level maintained 
in the second half of 1949 ; that dollar prices remain at the 
October, 1949, level ; that there is no ‘general inflation in 
the non-dollar world. On these “ favourable” assumptions, 
the British dollar accounts for the current and the next two 


Marshall plan years might work out as follows: 


Ree eee ee eee eee 


Oe eee eee ew eee eee 







United Kingdom current account....... 
Rest of Sterling Area .......-+03--++++ 
Capital trapsactions and third country 

PAYMCNIS ae bie eo ES owe SU ee deed 
Canadian COBGIE 4 oo a v.000s00y ores seen 


_ Invisibles and Dollar Imports 


One of the more striking movements brought out by 

peepee h redhrsaiwed incl pal rig y/ napa mg 

isible items will be running in 1951-52. This, in the main, 

is due to the fact that at the end of 1951 the time will have 
D of both capital and i 
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trend of dollar imports for some of the more important com- 
modities is shown in the following table : 

TREND OF Doxiar Imports . 
Millions of $ (f.0.b. values) 


| 1948-49 | 109-20 | 1950-51 | 1951-52 















Bread grains .............cccevceueer sees 1 331-0 261-6 226-0 
SEE SIE FN TIE 6 106-8 67-3 51-6 
All other foods and agricultural products .. ‘6 96-1 46:1 36-1 
Des < Sines & ois Dene ndabha ae 8 | 93-5 68-6 68:6 

Wiis oun a chk lds. Si ndds Went 6 4-9 38-3 33 

Os dia 6b c8s « dig OTR E © Sidliin Cal 2 20:7 20-2 44-0 
Petroleum products ..................0:. 0 112-8 104-6 71:7 
Steel-imaking materials .........5...... ‘3 14-8 95 6-3 
on, hehe sPep eee rep Re epeeee ee . 19-7 20-7 3-6 
Sue EF. 6d. QR +2 34-0 32-0 46 
a lk mis -1 19-0 18-6 17-5 
All other non-ferrous metals.............. 0 116-4 116-8 112-0 
MP OONROR S5nck skies voi s> cet ieh « waRRAS -0 98-7 118-6 113-6 
textile materials and products ...... -0 7-9 7:8 1:8 
Diner hah en Ske, As “4 59-8 53-0 40°5 
PUR Si DAE es wae cancaces = ' cane 1 22-2 13-2 13-2 
All other raw materials ...............%. “1 35-7 37-1 37-1 
Equip i a ae Te Repel y ey 0 131-2 125-0 100-0 
manufactures .........5.5 205-00 0 25°9 20-7 17-7 
ROBAL, = <a cnn dn bop emedhiok ohn -6 389-2 79-7. }1,039-6 





Gn a ae 

The exports of the rest of the sterling area to North 
America are expected to provide the major positive factor in 
the attack on the dollar gap. These have always been vulner- 
able to changes in American industrial activity, as events 
during 1949 abundantly showed. Everything, however, is 
being done to encourage such exports as those of cocoa, 
tin, rubber, jute, wool and tea to the dollar markets, and it is 
assumed that receipts from the United States stockpiling 
will continue up to the end of the year 1951-52. 











Industry and Wages 


Coal in 1950 


The National Coal Board is not committing itself to any 
ores prnceeas expansion of coal output this year. Lord 
, the chairman, said on Thursday that, while “ the 

sky is the limit,” a realistic forecast would be 205 to 210 
illion tons for the year. This figure—which concerns deep- 
mined output only—is not an impressive increase over the 
stated in last year’s Economic Survey. But it compares 


d) 
evidence submitted to the Transport Tribunal. Mr Latham 
also mentioned a figure of 226 million tons for total: saleable 
pies (which would include opencast coal) in 1951. He 
nade the qualification that any forecast for 1951 can only, 
at this stage, be conditional. 

The figure of 205 to 210 million tons can be taken, how- 
ever, to represent the Coal Board’s considered programme 
for this year. ic ok sm Smeravagant: Agemy bet, Bon: 
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BARCLAYS BANK LIMITED 


SIR WILLIAM MACNAMARA GOODENOUGH, Bart., LL.D., Chairman. 


WALTER OSBORNE STEVENSON 


ANTHONY WILLIAM TUKE Deputy Chairmen, 


CUTHBERT FITZHERBERT, Vice-Chairman. 


General Managers ; F, C. ELLERTON, G, F. Lewis, R. G. THORNTON, 


j..D. Cowen, E. BRimELOW. 


Statement of Accounts, 31st December, 1949 


LIABILITIES 
Current, Deposit and other Accounts....... 


Acceptances, Guarantees, Indemnities, etc., for 
ACCOUNT OF CUSEOMEES oc ccccccciccecsscnesseenseesnanincnsorennen a 


a RI aiitemncsnsrtsiccnnesciereeivenvosinasnmmectininliy . 
Winer we Fh iin iciecicisantsissitsicsiniaiaili cabetin cslicmtmanidecd ede 


ASSETS 
Cash in hand and with the Bank of England 
Balances with other British Banks and er ee in 


Course Of COSCON oo ocecciccscsesseseerunreieneeeceneenenescerseeceenta 
Money at Call and Short Notice wah ra pe has 
Bills Discounted 2. ccceccscssnssseteessssstecesenervenennteenseenesensen a 
Treasury Deposit Receipts 22 ccccwecencnenrvnennnnnnnne 
OO ins... cecnssansenictpanicnmnsccrsnsasoruaiemmmeinegeteesingue Sie 
Advances to customers and other Accounts .... 
Investments in Subsidiaries :— 

The British Linen Bank... 

Other Subsidiaries 
Other Trade Investments.....060.0000 econ 
Bank Premises and adjoining Properties. ................. 


Customers’ Liability for Acceptances, Guarantees, 
Pmdermimities, © nncsecccesecsccoverserscnenvenrenecsvrnacepensvrerensrssnnee s 


£& 


1,266,243,422 


47,362,892 
16,858,217 
13,000,000 


111,182,461 


46,298,552 
85,835,150 
260,803,323 
171,500,000 
302,827,932 
297,969,264 


3,725,986 
5,554,669 
1,589,068 
7,815,244 


47,362,892 


HEAD OFFICE: 54, LOMBARD STREET, LONDON, E.C.3 





Williams Deacon’s 


Bank Ltd. 


(Member of the London Bankers’ Clearing House) 


GOVERNING OFFICE : 


MOSLEY Sr., MANCHESTER 
PRINCIPAL LONDON OFFICES: 


20 BIRCHIN LANE, E.C.3 


9 PALL MALL, S.W.1 


OVER 200 BRANCHES 


CAPITAL ISSUED — £8,125,000 
CAPITAL PAID UP £1,875,000 
RESERVE FUND = £1,875,000 


TOTAL ASSETS 


£128,731,197 
31st December, 1949 








DISTRICT BANK 


LIMITED 
Subscribed Capita! - - “ - £ 10,560,428 
Paid-up Capita! - = «© «= = € 2,976,428 
Reserves - - uj - - £ 3,400,000 


3ist DECEMBER, 1949 





EVERY BANKING FACILITY 


HEAD O&FICE: SPRING GARDENS, MANCHESTER, 2 
PRINCIPAL LONDON OFFICE: 75, CORNHILL, E.C.3 
PRINCIPAL LIVERPOOL OFFICE: 3, WATER STREET 








GLYN, MILLS & CO. 


BANKERS 
ARMY and ROYAL AIR FORCE AGENTS 
Established 1753 


ABRIDGED STATEMENT OF ASSETS AND 
LIABILITIES, 3ist DECEMBER, 1949 


asst caste 
eee see oe 
Reserve Fund 
Current, Deposit and Other Accounts .. 
Liability for Acceptances, Engagements, etc... 


ASSETS 
Cash in hand and Balance at Bank of England ...  £6,455,509 
Balances with, and Cheques in course of Collec- 
tion on, other Banks in the British Isles ... 3,155,731 

Money at Call and Short Notice ses .. 23,160,000 
Bills Discounted . we hae -» 3,795,418 
Treasury Deposit ‘Receipts eK yan ‘ 
Investments :— 

British Government Securities £19,828,422 

Other Securities aie ie 679 280 


20,507,702 
Advances to Customers and other 
Accounts is des Ss 16,431,983 
Bank Premises :-—~ 
Freehold ore eee eee £620,000 
000 


Leasehold ot ont at 75, 
—_— 695,000 


Liabilities of Customers for 
Acceptances, Engagements etc. 


HEAD OFFICE : 
CHILD'S BRANCH : 
HOLT’S BRANCH 


_ Royal Bank of Scotland: Williams Deacon's Bank Limited 











INCORPORATED BY ROYAL CHARTER 1746. 


LONDON OFFICES: 


City Office: 

38, THREADNEEDLE STREET,_ E.C.2. 
West End Branch: 

198, PICCADILLY, W.1. 



















STABILITY IN 
CHANGING CONDITIONS 







A customer of the Three Banks Group 
has the comforting knowledge that 
however rapidly trade conditions may 
change either at horhe or overseas, he 
has at his disposal the combined skill” 
and wide experience of a Group in 
touch with financial and business 
interest in all parts of the world, and 
the benefits of a Banking Service that 
is adaptable, individual and complete in 


every detail. 


ROYAL BANK OF SCOTLAND 
Founded 1727 Edinburgh, London & Branches 


GLYN, MILLS & CO, 
Founded 1753 London 


WILLIAMS DEACON’S BANK LTD. 
Founded 1771 Manchester, London & Branches 






Nz WOR Ue WUE NOE LE OE VTE Loe Y 


OVERSEAS BUSINESS 


Special Departments at the Bank’s 
London City Office, at the Principal 
Glasgow Office, and at the Head 
Office are fully equipped to handle 
every description of Overseas Bank- 
ing Business, Enquiries are invited. 
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Principal GLASGOW Office: 
110, QUEEN STREET, C.1. 


BRANCHES THROUGHOUT SCOTLAND. 


HEAD OFFICE: = 
38, ST. ANDREW SQUARE, EDINBURGH, 2. 
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AFFILIATED TO BARCLAYS BANK LIMITED 






In Australia | eg \i 7 
and New Zealand | 4 tng IZ ah 






With total assets of over £300,000,000 
and with over 800 branches and 








agencies throughout Australia, New 
Zealand, Fiji, Papua and New Guinea, 
this Bank is better equipped to facili- 
tate trade with these countries than any 
other institution there. 




















Paid for in Dollars 


Rubber and tin from the East are two of our dollar earners 
~—there are many others in this area—and the C Bank’s 
wide network of Branches assists British business men io 













BANK’ OF 
NEW SOUTH WALES 

“ESTABLISHED 1817. |. 
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How is the 1 50 output to be distributed? The export 
target “ to “We are at present working ” is more than 
22 million tons (an increase of some ee a 
year), and Sabi tons of this be taken by bunkers. 
This allows for a home consumption of between 196 and 201 
million tons, as cp ab with 195.1 million in 1949, 
192.7 million in 1948, and 177.8 million in 1938. Is 
home consumption of coal to settle permanently at a level 
20 million tons higher than before the war ? 


* ® * 


Film Trade Uncertainties 


Two film trade associations have published their com- 
ments, made at the request of the President of the Board of 


Trade, on the recommendations of the Plant Committee. © 


While it goes without saying that the ttade is glad of sup- 
port in its campaign for a reduction of Entertainments Tax, 
there is no sign that the employers view with anything but 
horror the committee’s other proposals d to introduce 
competition into the film distributing system. in d the opinion 
of the Ci ae. eg te eens we 
¢ a sui earning Ca sho be 
Ts ay bit Kee tin fe | tis Geri El cho “They 
would bid for the good films. Mia foal bid Woe, peer 
films.” Exhibitors would be hampered by uncertainty about 
the films they would be a apis is hak © paid the cronetbalinies 
of evasion would probably be sufficient to defeat the pro- 
posals.” 

Pre-releases in the “ key” provincial towns (which used to 
be customary) are dismissed as “ unworkable.” The idea 
that circuits should be deprived of a monopoly, in districts 
where they happen to hold one, by the forced sale of some 
cinemas, is © also; the association points out 
that the “ independent ” exhibitors thus created might use 
their independence to. show fewer British films. 


Perhaps the Strongest opposition, a earl is reserved for 
the committee’s proposal that a new independent 
persons should be set up to administer fox changes and 
control certain. features of the trade. Another body, the 
Kinematograph Renters’ Society, sees in this proposal the 
road to dictatorship : 

The creation of the p: body—responsible solely to 
the President of the of ‘Trade—would give the Presi- 
dent a degree of authority over: the film industry that far 
ipaspommde. Seiten. Selene 08 erase ee: on by ate 
lished commercial. p 

indeed, strongly does it feel hit it propose, unt this 
scheme is dropped, to ‘any support of the com- 
mittee’s other proposals. The association has not 

a eas comments, but plain indications have been 

ee ee eee pretty 


anal 
The work of the Plant Committee is ‘only’ one of: the 
matters of policy concerning the film trade which must now 
The National 
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Rayon Production Record 


Rayon output, which has risen steadily during the 3 
reached its highest monthly figure in November, wine's 
total of 27.8 million lb. was produced. This is 17 per cent 
higher than the average for the first eleven months of the 
year and seven per cent higher than production in October. 
The accompanying table shows a slight decline during 
October, but that was due to temporary dislocation while new 
plant for rayon staple production was being installed. Total 
output for the eleven months to November was 261.9 million 
Ib. ; this is 28 million Ib. more than production for the whole 
of 1948 and if December output does no more than equal 
the monthly average for 1949, the 1948 total should be 
exceeded by more thzn §0 million Ib. 


The staple fibre section of the industry has now more or 
less achieved its planned capacity of 150 million Ib. a year. 
The industry anticipates that by 1952 combined production 
of wee and continuous filament will have reached “— 








*Ravon Output anp Exports 
Monthly Averages or Calendar Months 
ition. Tbs. Pe wonth, “ Delivered Weight” Basis) 
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*} t ‘ Total Exports 
Yarn Fibre 
(Singles) 
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9-0 0-92 ° | 9 | és 
9-0 5-9 - » 14-9 1-31 
9-9 7-0 16-9 1-21 
12-3 7-2 19-5 1-90 
14-3 i 22-4 2-29 
13-9 "7 22-6 1-72 
13-7 8-4 22-1 1-92 
14-4 10-2 24-6 1-48 
12-9 8-8 21-7 1-34 
14-6 12-4 27-0 1-65 
15-1 10-9 26-0 1-34 
15-6 12-2 | 27-8 1-52 


¢ Including other synthetic fibres. 





million lb. a year. A considerable amount of continuous 
filament plant (of the order, presumably, of 50 to 60 million 
lb. of capacity) remains to be installed before the 1952 
estimate of total production can be realised. 


Exports fell slightly from April onwards ; their decline 
is only partly explained by an increase in the amount of rayon 
piece goods exported. World exports of rayon fell off gener- 
ally as supplies began to be easier, and consumers who had 
previously bought whenever they could, found that their 
stocks were too high. Rumours of devaluation also 
encouraged buyers to delay their orders as long as possible. 
These orders have been coming in at an increasing rate 
since devaluation. The demand for British rayon yarn and 
fibre is still considerably more than the available supplies =. 
meet ; the industry has been able to increase its supplies 16 
home consumers only by bringing new plant into operation. 
Figures of staple consumption are not available. home 
weaving industry took 45 per cent of the total of continuous 
oe yarn produced. Betwcen 16 and 17 per cent went 

“industrial consumers,” and.12 to 15 per cent was 
Hosiery manufacturers took between 8 and 10 per 
cent, warp knitters. 9 to Ic per cent, narrow fabrics 3 per 
cent, and lace makers 14 to 2 per cent. 
. ¥ * 


New Cement Plants in 1950 


Cement output in io? totalled 9,287,000 tons, nearly 

9 per cent higher than in 1948. Exports were also higher, 

1,858,000 tons were. sent abroad compared with 1,628,000 

in the preceding year, but still fell considerably short of the 

The rise in output was obtained only by bringing 

back into operation plant which customary .engineering 
standards was long past its useful life. 

In 1950 the cement bring into operation 

eS a ara A 
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plant in north Wales belonging to the Tunnel Portland 
Cement Company is about to start work. Associated British 
Portland Cement Ltd. expects a new plant at Shoreham to be 
working by July and extensions installed by the Rugby 
Portland Cement Company at its plant at Rochester 
should be ready in the spring. In addition, Associated 
British Portland Cement is bringing another old kiln 
back into operation. These together are expected to 
produce another 300,000 to 400,000 tons a year. When 
the demand for cement shows signs of | slackening. 
manufacturers will reduce capacity by closing down again 
some of the oldest works. But the industry does not expect 
this to happen in 1950, or perhaps in 19§1 either. It, 
therefore—as seems likely—virtually all the plant at present 
working stays in operation through 1950, the output for 
the year should not be less than 9} million tons. 


x * * 


Motor Trade Competition in Brussels 


The Brussels Motor Show is proving to be the nearest 
thing to a completely free market which the motor industry 
has experienced since the war. Arrears of demand in 
Belgium have been met, money is less plentiful, and car 
sales are made on a highly competitive basis. Devaluation 
altered the rate of exchange from 176 to 140 Belgian francs 
to the pound, and from 43.83 to §0 francs to the dollar. It 
made American cars considerably dearer in Belgium than 
those of any other exporting country although American 
manufacturers take advantage of the Belgian tariff provision 
which imposes a duty of only 9 per cent ad valorem on 
cars imported for assembly in Belgium, as against 24 per 
_ cent on the import of assembled cars. 

Visitors say that changes in models make it difficult to 
compare current prices with those of models shown a yea 
ago, but the price of the Chevrolet Styleline Sedan, which is 
assembled in Belgium, was previously Frs.109.500 and is 
now Frs.119,§00. The prices of cars from all other coun- 
tries show reductions. Among British cars, the Morris 
Minor has been reduced from Frs.69,800 to Frs.61.700 and 
the ee Minx from Frs.85,000 to Frs.69,000. Prices 

of the French Citroen and the Italian §00 c.c. Fiat have 
fallen — Frs.87,500 and Frs.58,000 respectively to 
Frs.79,850 and Frs.52,300. Czechoslovak cars are appearing 
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in increasing numbers, and the 1,089 c.c. Skoda has come 
down from Frs.75,900 to Frs.63,500. There are also more 
German cars. The prices of German commercial vehicles 
are far higher than those of other manufacturers, but thei 
Car prices are competitive in spite of some criticism of finish. 
The General Motors subsidiary, Opel, is showing the 
Olympia, a very rough equivalent of the British Ford ro, 
priced at Frs.61,500. The larger Opel Kapitan is priced at 


Frs.80,000. Hansa has one model at Frs.g5,000 and 
BMW three, at prices ranging from Frs.g5,000 to 
Frs.135,000. one = sh Ford 8 is Frs.§2,5003; the 
Volkswagen Is Fr goo, 

* * * 


Builders Reject the Standstill 


The National Joint Industrial Council of the building 
industry has decided to continue its cost of living sliding 
scale arrangement. This, in spite of Government and TUC 
policy, was no surprise. The sliding scale has been in 
operation for thirty years and (as the unions’ representatives 
pointed out at the TUC conference of executives last week) 
it differs from the practice in other industries in that it is 
on an annual and not a monthly basis. The bulk of the 
rise in the cost of living, they contended, occurred before 
and not after devaluation and was therefore outside the 
scope of the TUC recommendation. Moreover, the fact 
that the agreement just concluded by the National Joint 
Industrial Council stipulates that no other wage claim can 
be entertained until February, 1951, makes the builders feet 
a moral justification for their action. 


Under the agreement, nearly a million operatives wil! 
receive an extra 3d. an hour, or 1s. rod. a week, from 
February 6th. This, it is estimated, will cost the industry 
about £4,500,000 a year. In addition, buil ding labourers, 
who are about half of the total labour force, will receive 
an additional !d. an hour. This is the second instalment 
of an increase by stages, agreed upon last year, which wil! 
eventually bring labourers’ wages within 5}d. an hour of 
craftsmen’s wages. The third and last stage will be in July. 
‘These increases in wages serve to emphasise the need for 
pressing on with plans to raise productivity and reduce costs 
in other directions, by more efficient site lay-out and organisa- 
tion, the introduction of more mechanical handling and the 
extension of incentive schemes. The report of the building 
industry’s working party, due next month, may make some 
contribution towards improving efficiency in this trade where 
improvement is overdue. The building industry tends to be 
conservative on both sides. It was slow in adopting systems 
of payment by results, although progress has recently been 
made in introducing such systems in housing and general 
construction. There is no doubt that these have helped to 
keep costs stable. But they have not gone very far, as yet, 
in producing the much-needed improvement in productivity 
ia the building industry. 


Trade 


Commonwealth Sugar Talks Adjourned 


and Finance 


The Commonwealth sugar talks, which were adjourned 
in London last week-end, succeeded at least in one respect— 
in confusing the observer. Even the belated communique 
issued by the Ministry of Food on Monday evening did little 
to clarify the story. The British consumer might have sup- 
posed that the Ministry’s policy aimed at a deliberate restric- 
tion of Commonwealth sugar production, at a time when it 
is buying sugar for dollars from Cuba. 

But the situation is not quite so nonsensical. The Ministry 
of Food has long-term contracts in force with all Common- 
wealth sugar producers, to take their exportable surpluses 
until 1952. The recent talks were concerned with the sub- 
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sequent five years—until 1957. Agreement (subject to 
certain reservations) was reached with the two Dominions 
represented, Australia and South Africa, for this period. 
Britain has guaranteed a market for 300,000 tons of sugar a 
year from Australia and 150,000 tons from South Africa ; 


COMMONWEALTH EXPORTS OF SUGAR UNDER THE BRITISH PROPOSAL 


000 Pons 
B. W. Indies 
Yea tie A lia ' . 

Mauriti 
trig, oe ER S60 400 193 
1. SOR Fr rr are or eee | 1,200 4 2 

NE PRR PRS Se eA ee ca 1,400 
ROM wn Sk Sees ereaw oe Kk eeea Sus 1,550 | 600 200 


prices are to be determined annually. In addition Britain 
offered to find outlets for a further 300,000 tons of Australian 
sugar and 50,000 tons of South African sugar each year. 
Before the war, Australian exports amounted to 400,000 tons 
annually and South African to 200,000 tons. 

The Colonies were offered a guaranteed market in Britain 
of 1,100,000 tons a year and a further offer was made to find 
additional outlets for 450,000 tons. Again, prices were to 
be agreed annually. These proposals would have given the 
British West Indies and Mauritius total exports of 1,550,000 
ions to Britain compared with prewar export of 960,000 tons. 
The offers, however, were not accepted. The colonial pro- 
ducers sought a guaranteed market for more than 1,550,000 
tons and they also demanded a fixed price covering the whole 
period. They claimed that the sugar industry was vital to 
the welfare of the Colonies and that the price for their 
produce should be sufficiently high to ensure long-term 
stability. On the other hand, the Ministry argued—and 
rightly—that the price should be determined by commercial 
considerations and that any subvention which might be 
necessary for social or political reasons should be paid direct 
by the Colonial Office from tax revenues and not from higher 
prices charged to the consumer. 


159 
International Complications in Sugar 


There are two particular complications in the world 
sugar market. First, from 19§0 onwards Canadian sugar- 
refiners are to buy their own supplics and, it must be 
expected, in the cheapest market. Hitherto, the Ministry of 
Food had purchased sugar on behalf of Canada. Britain 
has also been responsible for supplying New Zealand, Ceylon 
and certain sugar importing colonies. This latter arrange- 
ment is to terminate in 1952. Thereafter, Britain will be 
prepared to guarantee Commonwealth producers only a share 
in its domestic market. The additional outlets it has offered 
to find would be sought in other Commonwealth countries 
where preferential import duties are in force for Empire 
sugar. These tariff preferences give Commonwealth pro- 
ducers a considerable advantage over foreign sugar. But— 
and this is the second complication—Cuba and other dollar 
Sugar producers enjoy a highly protected market in the 
United States so that they are capable of selling their surplus 
exports at prices which could easily undercut those of the 
Commonwealth producers, even given the advantage of 


BRITISH IMPORTS OF UNREFINED SUGAR 


(000 Tons) 
| | | Gntd 
Average | ss 1949 | Market 
}1935-38 1946 | 1947) 1948 | ay inths.! Offered 
} } 1955-57 
{ ” 7 
Union ] frica 173 ies 150 
ustralta er 331 18 | 2) 199 310 400 
British Colonies..........4. 591 365 360 530 607 1,100 
Cuba jw Rae hain 584 7 | 1,131 794 651 
San Do Ws hn a acherk Bleue 234 324 | 315 215 340 
Other foreign countries ..... 261 28 | 45 177 106 
ror ' 9178 1,469 «-21,877—:1,913 2,014 


imperial preference. Britain and most of the participants 
in the prewar sugar agreement have undertaken to re- 
introduce an international marketing scheme “ when the time 
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is ripe.” Cuba, however, would only be party to it if it is 
allotted a share in the British market, and without Cuba, 
the world’s largest exporter, such an agreement could hardly 
operate. 

Britain has therefore suggested that Commonwealth pro- 
duction should not be expanded to the point at which the 
entire British requirements are covered by preferential 
supplies. It is clearly wrong to infer from this surely sensible 
attitude that Britain is deliberately restricting colonial output 
to help foreign producers, or even to help dominion produ- 
cers. The offers made by Britain contemplate an increase of 
52 per cent above their prewar level, an §0 per cent in 
Australian exports, and a sufficient increase in South African 
exports to restore the prewar quantity. From 1953 onwards, 
the proposals would have meant that Britain would be taking 
double its prewar quantity of colonial sugar while imports 
of foreign sugar would fall to one-third of their prewar level. 
Tempers are strained and spokesmen for the British West 
Indies have not minced their words. But they are not last 
words for talks with the colonial producers are expecied to 
be resumed in March. 


* * * 


Freeing the Food Trades 


The report of the Select Committee on Esitmates* 
dealing with the Ministry of Food coincided with the publ:- 
cation of the Labour Party’s election manifesto. The 
differences of attitude are striking, despite the fact that the 
composition of the Select Committee broadly conforms with 
the strengths of the parties in the House of Commons. The 
whole drift of the Select Committee’s report is in favour ot! 
restoring the trade in food to normal commerce. The Com- 
mittee holds that the present system of handling and dis- 
tributing meat should be overhauled and that opportunity 
should be given for freer consumer’s choice and for the skill 
of the butcher in buying. Again, the Committee was 
“ impressed ” with the evidence in favour of reopening the 
London and Liverpool grain markets, even despite the 
currency problems which would make such a step difficult. 
The report favours the early reopening of the London ica 
market, and would expect administrative economies to result. 
The same conclusion was reached after its investigation of 
the Ministry’s handling of cocoa. 

These recommendations are by no means startling ; but the 
fact that they have been put forward with the authority of a 
Select Committee is important. They postulate drastic 
changes in the existing policies of the Government for pro- 
curing the country’s food supplies. The Labour Party 
manifesto makes exactly the opposite points. Far from urging 
any reduction of Government control over the food trades, 
the manifesto demands that the present system should be 
made permanent. Its reference to meat is particularly 
interesting, in the light of the criticisms made by the Select 
Committee. It states that since the Ministry of Food took 
over the importing and wholesaling of meat ten years ago, 
“the job has been done efficiently and economically” and 
that the present system of distribution should become a 
permanent public service. By contrast, the Select Committee 
holds that “ there is room for economy ” in the Government 
handling of meat and that “the present machinery of 
procurement and distribution should be overhauled.” 


* te « 


More Natural Rubber for America ? 


President Truman presented to Congress early this 
week his long-term plan for the control of the American 
synthetic rubber industry. The compromise Bill which was 
hurriedly passed by Congress last March is due to expire 
on June 30th. The President has, therefore, recommended 


" * Thirteenth Report from ‘the Select Committee on Estimate 
HMSO. 10s. 6d. 
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legislation to cover the next ten years. The total synthetic 
production capacity to be maintained will be equivalent 
to an output of a million tons a year. But most of the plants 
will be kept in stand-by condition. Authorisation is sought 
to enable the President to dispose of certain synthetic rubber 
piants to private owners. At present the plants in opera- 
tion are owned by the American Government but run by 
private firms as the Government’s agents. 

_ vital factor in this programme, so far as natural 
rubber is concerned, is the minimum consumption of 
onan purpose synthetic rubber (GR-S) which the 
American rubber industry will be required to absorb. The 
President thought that this minimum level should be at 
least a quarter of the combined annual consumption of 
natural rubber and GR-S and not less than 200,000 tons a 
year. The latter is the theoretical minimum enforced by 
the present Rubber Control Act, though actual consump- 
tion of GR-S iast year, aided partially by the administra- 
tion of the R.1. regulation, was over 400,000 tons. R.1. 
defines the minimum proportions of GES which American 
manufacturers must use in tyres and inner tubes. An 
idjustment to this regulation was made last September after 
the Washington tripartite talks, when it was agreed “to open 
to — rubber a a additional area of competition 

¢ United State it resulted in a cut equivalent to 25 
om cent in the minimum quantity of GR-S used. In practice, 
however, there was no corresponding reduction in actual 
synthetic rubber consumption, although natural rubber was 


elline at between a fraction of a cent and 2 cents a ib. 
cheaper than GR-S. 


The extent to which the natural rubber market might be 
helped by the proposed legislation depends firstly on how 
the new law (when passed) is administered and secondly on 
the competitive strength of GR-S, when production is in 
private hands and when the system of pooling patents no 
longer obiains. If the minimum consumption of GR-S is 
to apply only to tyres and inner tubes and not to 
the whole range of rubber products, less rather than 
more natural rubber might be consumed. If, for example, 
the new proposed minimum of GR-S consumption were 
applied in 1949 it would have amounted to about 225,009 
tons compared with the minimum of 200,000 tons which 
was in force. If, of course, actual consumption of GR-S 
could be brought down to this level, the consumption of 
natural rubber would expand by nearly 200,000 tons a 
year on last year’s figures. But at least President Truman 
vas aware, in his message to Congress, of the importance of 
natural rubber as a dollar earner for the sterling area. And 
from these remarks it might be inferred that the President 
would do much, within the prescribed legislation, to pro- 
mote the consumption of natural rubber in the United States. 


* * * 


Trade Talks with Europe 


The New Year season of financial negotiations is now in 
full swing. Apart from the talks on sterling balances with 
Egypt and Israel (discussed in a Note in last week’s issue) 
and similar talks with Iraq (which are reported to be the 
next assignment on the agenda of the British team of negotia- 
tors now in Cairo) most of the discussions now in progress or 
in immediate prospect are with European countries. Some of 
these are concerned not with the mechanism of payments, 
but with the programme of mutual trade. The coming talks 
with the Netherlands and those now taking place with Austria 
(with which Britain has not had a trade agreement before) 
fall into this category. So, apparently, do the “ technical” 
talks with Danish trade representatives in London; under 
the present trade agreement Denmark is paying post- 
devaluation prices for its imports of British coal but still 
receiving pre-devaluation prices for its butter, bacon and 
eggs—an anachronism which will now almost certainly have 
to be adjusted to Britain’s cost. 
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The more important of the present talks are, however, 
chiefly the Treasury’s responsibility. All these discussions 
threaten to encounter the same problem: most European 
countries which are now running an export surplus with the 
sterling area are understandably inclined to strain at the 
present limits of the convertibility leash. Britain’s potential 
Ukiscan partners, now gathered in London, plainly believe, 
for example, that the terms of any regional project should 
allow them to use their sterling accumulations for purchases 
from counirics outside the inner ring of the transferable 
account system (including Germany, Argentina and Brazil). 
Similarly, the Swiss Government, whose negotiators are now 
also in London, has some reason to [eel aggrieved at the 
workings of the present Anglo-Swiss financial agreement, 
which expires on March rith. Under this agreement the 
Swiss agreed to ho!d sterling up to a gold point of {15 
million (without any revaluation guarantee), and their hold- 
ings seem to have been nearing this mark on the eve of 
devaluation. Since then the serious decline in British tourist 
expenditure in Switzerland (holidays in Switzerland are pro- 
hibitively expensive at the new exchange rate) has brought 
about a rising Swiss deficit on current account with the 
sterling area. This deficit has been given unwanted publi- 
city in Switzerland of late and it seems likely that the Swiss 
will ask for a loosening of British import and payments 
restrictions if the terms of the present financial agreement 
are to be renewed. It is reported that the Germans, talks 
with whom may closely follow those with the Swiss, will 
have similar proposals to air. 

One other piece of news on financial negotiations has been 
released this week. Protracted discussions with Poland on 
compensation for formerly British-owned nationalised pro- 
perty and for servicing of Poland’s pre-war debt have now 
broken down ; the Poles would discuss only their own offer, 
which was pitched absurdly low. The present Anglo-Polish 
trade agreement does not provide for any sanctions which can 
be applied in the case of such a breakdown ; creditors in this 
country can therefore draw only limited satisfaction from the 
fact that in the long term Poland, alone among the Iron 
Curtain countries, has an economy which can keep running 
only on the basis of extended trade with the west. 


* *« * 


Exporting for Dollars 


The recovery in British exports to the United States 
and Canada since devaluation has been encouraging but by 
no means startling. The detailed trade figures for December 
were due to be published as this issue went to press. 
Preliminary figures show that the dollar value of British 
exports to the United States declined slightly in December ; 
in contrast, exports to Canada increased slightly. By the 


Britisu Exrorts To USA anp CANADA 
(Monthly Averages——Million §) 


| | 1949 
Destination | Unit 1948 | 
} | | Ist | 2nd | 3rd j ' 
| | | Qtr Qtr. Qtr. | Oct. | Nov. | De 
| 
i i 
DPA. sunsisarcnedse | US.$ | 22-2} 21-2 | 15-4 | 15:1 15-6 | 20-5 | 20 ) 
a Canadian $ | 24-2 | 26-7 | 26-5 | 25-2 | 19-7 | 25-0 23-4 


DOTAL ckxecwees | U.S. $ | 46-4) 47-9 | 39-9 | 40°35 | 55-5) 41-4) 41-3 


end of 1949, Britain’s dollar earning capacity in these two 
markets had not regained the high level attained in the 
first quarter and was, in fact, 10 per cent lower than the 
average for 1948. The recovery in the Canadian market, 
however, looks more promising than in the United States. 
The trend for the past two months has been upwards, 
although in December the total of Canadian dollars earned 
was still less than in the first nine months of the year. The 
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improvement in the American market was already noticeable 
in the third quarter of 1949 (that is, prior to devaluation) 
uid the number of American dollars earned in both Novem- 
ber and December was higher than in any period except 
the first quarter of 1949. 


Wholesale Prices since Devaluation 


Devaluation had little further effect on the level of 
wholesale prices in December. The Board of Trade index 
rose almost imperceptibly—by less than one-half of on: 
per cent—making the total rise since August 5 per cen: 
This increase masks the full effect of devaluation, sinc: 
domestic prices have been less affected than import prices 
Tiss three main categories (basic materials, intermediate prv- 
ducts and manufactured articles) reflect this point. 

In December, the index for basic materials rose by 1.8 p2 
cent (10 per cent since August), intermediate goods by 0.3 
per cent (5 per cent) and end products by 0.2 per cent (2 per 


BeitisH WHoLksaLeE PriIcks 


(Board of Trade Index, 1930--100) 


1943 1949 
| | ime 
Dec. Aug sept. | Oct. Nov. | D. tug -D 
1. Cereals. ........4-. 174-7 | 196-0 , 202-8 , 226-5 227-1 | 227-7, + J6 
2 Moat hand 3 137-9 169-5 169-5 169-5 169-5 169-9 | ia 
0 dX ‘ 216-3 234-8 | 224-6 | 232-7 | 238-9 | 235-2 
Lists 
Fool and tobacco, | 178-0 | 202-3 | 200-6 | 210-3 | 212-7 | 211-7 1 5 
4. Coal 11-7 | 305-3 | 305-3 | 305-3 | 305-3. 305-3 
Iron ane 1 6-8 | 257-9 | 257-6 257-9 | 258-1 | 257-8 
6. Noat , metals. 5 218-9 9-9 77-5 283-2 277-2 + Y? 
7. Cottou ees a 006-0 511-2 522-1 542-8 351-3 556-1 4 Jf 
8B Wool. weseee | 299-6 , 291-4 294-5 | 317-2 8-2 358-1! + 9% 
2 Orher t ; .. | 11-1) 163-1) 165-7 173-6 174-4 179-6 tow 
10. Chenveals and oils. 1935-1 147-5 148-3 191-5 196-3 196-5 |} + § 
ML. Miscetlancous..... | 265-9 | 248-8 8 243-1 44-7 245-7 I 
1 sf | _ 
Leodetst " il 
avtuanufactures 246-3 | 243-6 246-6 | 250-9 254-3 256-1] + 5 
Total — ' 
RM Scticles ..0.0+ 220-8 229-0  239:2 236-6 239-7 240-4 + § 
In ma i xel 
B waterials ..... | 307-7 | 276 185 291-4 | 297-8 | 303-0 Ww 
Int liatey lucts 4-1 2 2 259°6 | 266-2 269-1) 271-2 + S 
Mantiactured articles | 214-2 222-1 | 223-2) 225-3 | 226-5 | 226-9 + 2 
Building materials.... | 222-0 223-3 | 225-0 | 226-8 225-9 225-21 + 1 
cent). Raw materials have, therefore, shown the largest in- 


crease, and their higher cost will inevitably have its effect on 
the prices of the other two main categories later on. 


Cereals is the only item in the food and tobacco group 
which has shown any major rise since August. Other food 
prices have followed their usual seasonal! fluctuations—in 
December apples and tomatoes were cheaper while potatoes 
and onions were dearer—which have tended to cancel each 
other out. Among industrial materials the wholesale price 
index for coal and iron and steel has remained unchanged 
since devaluation and that for miscellaneous goods has fallea. 
The main increases occurred in non-ferrous metals (27 per 
cent), wool (23 per cent), cotton (14 per cent), other textiles 
(10 per cent) and chemicals and oils (§ per cent), Of 
these five items, non-ferrous metals was the only one to 
show a fall in December, chiefly owing to the lower price of 
tin on the London tin market. 


The general picture seems at first sight reassuring. But 
a rise of 10 per cent in raw material prices in the first three 
months after devaluation indicates the general rise in costs 
which manufacturers must face in the first half of 1959. 
And there is as yet no obvious sign of any downward treed 
in the world commodity markets. 
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} (EF 
rr WATER -BOTTLES AND WATER TOWERS NEED US 


Y We make the lithopone that makes your rubber hot water bottle tough but 
supple, and makes it possible to tint the rubber any bright colour you like 
| (for lithophone is the snow-white basis for brilliant colours). 
We make the zinc that makes the water tank rustproof by ‘galvanizing’ or zinc spraying—in other 
} words covering it with a lasting anti-corrosive zinc coating. 


‘Those are two of the ways in which we help to make the world go round. 


In fact there’s hardly 
anything you use to which we haven’t somehow, at some point contributed! 


IMPERIAL 


WE MAKE ZINC, ZINC ALLOY, ZINC PIGMENTS, ZINC DUST, HIGH PURITY ZINC AND CADMIUM SULPHIDES, 


SM 3 | In G CADMIUM, SULPHURIC ACID, METALLIC ARSENIC, VANADIUM CATALYST, FUNGICIDES AND FLUORIDES. 
oo pane ie Te BRA 


IMPERIAL SMELTING CORPORATION [SALES] LIMITED 37 DOVER STREET LONDON W1 
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E Instrument cams moulded 
l @ e e e 

| to eliminate machining 
rin 

sis A better job because of BAKELITE 
roup . 
food A large number of instrument cams was required 
s—in quickly. They needed to be accurate and tough, but 
ators production time had to be cut. Moulding in Bakelite 
each P materials proved much quicker and no less accurate. 
Od Just one case of many where engineering problems have 
a been solved by moulding. Perhaps you have a 
7 pet particularly tricky machining job—-some component 
»xtiles that costs too many man-hours. Bakelite moulding 
. Oo materials offer dimensional accuracy, good finish, 
ye bY durability and speed of production. Why not write to 
hee OF us to see whether we can help? Or ring sLoane 9911. 

But 
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BAKELITE LIMITED, 18 GROSVENOR GARDENS, LONDON, S.W.1 PHONE: SLOANE 9911 
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COMPANY MEETINGS 


LLOYDS BANK LIMITED 


DEVALUATION THE ONLY COURSE 


DOLLAR PROBLEM NOT INSOLUBLE 


TOO MUCH SPENDING THE ROOT OF DIFFICULTIES 


ECONOMIC INDEPENDENCE RETARDED 


LORD BALFOUR OF BURLEIGH’S STATEMENT 


The annual general meeting of Lloyds 
Bank Limited will be held at the head office, 
71, Lombard Street, London, E.C., on 
February 10th. 

The following is the statement by the 
chairman, The Rt. Hon. Lord Balfour of 
Burleigh, D.C.L., D.L., accompanying the 
report of the directors and balance sheet for 
the year ended December 31, 1949:— 


My lords, ladies and genticmen, one or 
two personal matters claim attention at the 
outset of my annual statement to share- 
holders. Sir Alexander Murray and Mr 
R. C. Chapple Gill have decided, owing to 
advancing years, not to offer themselves 
for re-election as directors. Appointed to the 
board so long ago as 1929 and 1924, re- 
spectively, these gentlemen, each prominent 
in an important sphere, have rendered most 
valuable service to the bank, and all share- 
holders will join with me in an expression 
of thanks and good wishes. Mr Chapple 
Gill will continue to serve as a member 
of our Liverpool committee. Mr George 
Legh-Jones and Mr Kenneth S. Peacock 
have been elected as directors. 

During the year we have set up a new 
committee, to be known as the’ Pall Mall 
Committee. The first members are General 
Lord Ismay and Major-General Robert 
Laycock, with Mr Harald Peake as chair- 
man. I feel sure that all connected with 
“Cox’s and King’s” will welcome the 
ippointment to the committee of these dis- 
tinguished representatives of the Services. 

Mr Guy Bown, O.B.E., has been 
appointed a member of the South Wales 
Committee, and Mr D. M. Petherick, 
formerly our manager at Exeter, a member 
of the Devon and Cornwall committee. I 
record with regret the death of Mr G. A. 
Harvey, who had been a member of the 
Capital and Counties Committee since its 
inception in 1918 and was a director of the 
bank from that time unul 1939. 


During 1949 Mr W. B. Mayles, a joint 
general manager, retired, and Mr F. O. 
Faull has been appointed in his place. I 
record the retirement of Mr F. S. Tull, a 
good friend of the bank, who represented 
our auditors, Messrs Price, Waterhouse and 
Company, for sixteen years. 

On November llth was dedicated at a 
simple service conducted by Prebendary 
Holland the addition to our War Memorial 
which commemorates the names of those 
members of the bank staff who gave their 
lives in the Second World War. 

As stated in the notice of the annual 
general meeting, shareholders will be asked 
to approve new Articles of Association. 


BALANCE SHEET 


Turning now to our profit and loss account 
and to the balance sheet, our profit at 
£1,709,276 is £34,947 higher than last year. 
Although there has been some increase in 
our resources and a large expansion in our 
advances, staff costs and running expenses 
continue to rise. 


On the liabilities side of our balance sheet 
the current, deposit and other accounts at 
£1,132 million show an increase’ of 


£9,000,000, which is the smallest increase 
we have experienced for many years. 

There are several outstanding changes on 
the assets side of our balance sheet. Money 
at call has increased by £22 million, British 
Government ‘Treasury bills by £60 million 
and there has been a_ welcome fall of 
£113 million in our holding of Treasury 
deposit receipts. 


EXPANSION OF ADVANCES 


Our advances which now stand at 
£271 million show a substanual increase of 
£45 million, but the ratio of our lending 
to deposits is no more than 24 per cent. 
That our advances would expand was antici- 
pated in view of the large increase in prices 
and the heavy incidence of taxation borne 
by the business community. ‘These factors 
made it necessary for customers to. seek 
additional working capital for the purpose 
of carrying normal stocks and granting 
normal credit to their debtors, quite apart 
from any expansion in their business. 

While the market for new equity capital 
is virtually non-existent, it seems evident 
that the banks will be called upon to assist 
their customers, in order that the industry 
of the country may be able to obtain the 
necessary finance required to carry on its 
business. 

An appreciable portion of the increase in 
our advances is reflected in increased lending 
to farmers, as we feel that our agricultural 
industry, which is vital to the well-being 
of the community, must receive our fullest 
co-operation. 

We have been most careful in carrying 
out the wishes of H.M. Treasury and have 
refrained from making advances’ which 
would, in present circumstances, have 
detrimental effects on the general economic 
position of the country. 


INDIA, PAKISTAN AND BURMA 


It is pleasing to record that our business 
in India and Pakistan continues to progress 
most satisfactorily. Owing to present ex- 
change difficulties between the two countries, 
there is for the moment stagnation in mutual 
trading, but it is hoped that this problem 
will be resolved in the near future. 


The conditions in Burma are still very 
unsettled, but we are maintaining our busi- 
ness in Rangoon on a much reduced basis. 

I would like to record my warm apprecia- 
tion of the high standard maintained by our 
officials and staff in the Eastern branches. 


THE POUND DEVALUED 


The most important change in our econo- 
mic position during the past twelve months 
has, of course, been the devaluation of 
sterling last September. Seen in retrospect 
this was only the latest in the series of 
crises which make up the history of the past 
four years. The ordinary citizen, sheltered 
by mounting subsidies, by an inflationary 
wages spiral and by secure employment even 
in the least essential occupations, may find 
it difficult to believe that such crises have 
any significance for him. But it is the very 
fact that he has never been called upon to 
face up to the realities of our national situa- 
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tion which has made each successive crisis 
inevitable. In the circumstances it is not 
surprising if avowals from whatever quarter 
of the gravity of the situation are received 
with indifference. 

For the most part, this blissful unaware- 
ness of the true state of affairs has been made 
possible by American and Canadian help. 
From the beginning of 1947 to September, 
1949, the gold and dollar deficit of the whole 
sterling area amounted to some 
$7,325 = million. Towards meeting that 
deficit we received some $5,350 million in 
the form of American and Canadian credits 
and Marshal! Aid, and a further $725 million 
from drawings on the International Monetary 
Fund and the gold loan from South Africa. 
For the rest, the strain was taken by our 
gold and exchange reserves. By the eve of 
devaluation these had declined, since the be- 
ginning of 1947, by some $1,350 million to 
a level about one-third lower than that which 
the Chancellor had earlier indicated as the 
“danger point.” Thus, in_ thirty-three 
months we ran through dollar loans, grants 
and reserves for the equivalent of over 
£1,800 million at the old, or £2,600 million 
at the new, dollar rate. The United Kingdom 
was responsible for about two-thirds of this 
drain. 

A REASSURING POINT 


The loss of gold and dollar reserves has 
not been continuous. It is reassuring that 
there has been, as one would expect, a 
moderate reflux since the devaluation. There 
was a previous lull during the latter part of 
1948 and the early months of 1949—signiti- 
canuy, the only period when this country 
liad any real disinflation. In the spring there 
came a very modest recession in the United 
States with a tapering off of the world-wide 
sellers’ market, and our exports began to 
decline. ‘Though American imports from the 
rest of the world were weli maintained, pur- 
chases from the sterling area fell away 
sharply, obviously in the belief that the long- 
awaited adjustments of exchange rates could 
not much longer be deferred. The result was 
a fresh drain on our exchange reserves which 
culminated in the decision to devalue. 

Given the then existing situation, devalua- 
tion was no doubt the only course. Nobody 
now expects any government to support its 
currency by severe deflation involving the 
creation of mass unemployment, but that 
renders it all the more imperative to avoid 
inflationary courses which ultimately leave 
no choice but to devalue the currency. If 
we had been forced to devalue in spite of 
sound financial policies there could be no 
ground for criticism. But that was not the 
case. Devaluation was the result of four 
years of over-spending that could be seen to 
endanger the external, as well as the internal! 
stability of the pound. It might have been 
avoided if during the years when American 
prices were rising we had curbed the ex- 
cessive spending responsible for over-full 
employment and the wages spiral to which 
that necessarily gave rise. 


INFLATION STILL THE DANGER 


To devalue in an unhealthy situation, 
moreover, enormously increases the difficulty 
and danger of the operation, since—in the 
absence of exceptionally firm  counter- 
measures —devaluation itself must aggravate 
any inflationary pressures which are already 
present. Of such pressures there is clear 
evidence in the persistence of over-full em- 
ployment. Not only increased imports and 
domestic production, but also the resources 
released by the recession in export demand, 
have promptly been absorbed by home ex- 
penditure. We are in fact getting the worst 
of both worlds. Taxation has been main- 
tained at its peak war-time levels for the 
sake of achieving a budget surplus that would 
bring disinflation. Yet, for all the Chan- 
cellor’s efforts, Government spending has 
overtaken revenue and eliminated most if not 
all of the supposed surplus. The nation has 
not reaped the hoped for benefits. We 


_ 


a a a a 


~~ =e > 


oO 








is 
ch 


la- 
dy 
its 
he 
nat 
oid 
ave 
It 
of 
no 
the 
our 
1 to 
rnal 
een 
ican 
ex- 
-full 


hich 


(tion, 
culty 
l the 
nter- 
avate 
ready 
clear 
1 em- 
s and 
urcees 
and, 
e ex- 
worst 
main- 
br the 
would 
Chan- 
2 h 43 
if not 
bn has 
We 

















































eee Ce 






























































































































YHE ECONOMIST, january 21, 1950 
have merely enjoyed the unique experience 
of paying over, in peace-time, 40 per cent. 
of our income to the tax-gatherer and still 
failing to halt inflation The only hope now 
of recovery is a substantial reduction in total 
expenditure ; and unless that comes about 
a fresh crisis at no very distant date can 
hardly be avoided. 

All the indications are that the very 
modest proposed cuts—many to have only 
delayed effect—are quite inadequate to 
secure even thei: limited objective. We 
cannot be certain that this is so, for there 
are sO many unknowns beyond the control 
of the authorities that nobody’s estimate, in- 
cluding their own, can be much better than 
guesswork. Among other things, the extent 
of the necessary cuts depends not only on 
how far we are successful in increasing our 
dollar exports but on the way in which that 
1s achieved. The cuts that will be needed 
if the gap has to be filled by the diversion 
to export of resources hitherto consumed at 
home will be more drastic than if we are 
able simply to switch exports from soft 
currency markets to dollar markets. 


DOLLAR PROSPECTS 

First, then, what are the prospects of in- 
creasing our dollar earnings ? In my view 
they are less gloomy than is often supposed. 
Surely one can take heart from the terms 
of the Washington Communiqué. In this, 
America and Canada not only pledge them- 
selves “to facilitate, to the greatest extent 
feasible, an expansion of dollar earnings by 
debtor countries, including the © sterling 
area” ; they also put on record for the first 
time—an epoch-making admission—that high 
tariffs are “clearly inconsistent with the 
position of creditor countries.” This is a 
revolutionary advance on the situation in 
the “thirties when the United States was 
not committed to full employment and, so far 
from helping with liberal trade policies, was 
free to retaliate by an increase in tariffs or 
a competitive depreciation of the dollar. 

Admittedly, Rome was not built in a day. 
Tariffs apart, the American market is a 
difficult one, calling for a great deal of market 
research and enterprising salesmanship. But 
we are not aiming at bilateral balance 
between the United Kingdom and the United 
States—nor even necessarily between the 
whole sterling area and the whole dollar area, 
for the ultimate solution seems bound to in- 
clude some outflow of capital from North 
America. Meanwhile, the Canadian market, 
for example, does not present the special 
difficulties of the United States market ; be- 
fore devaluation, high prices were the main 
factor impeding our sales to Canada and 
greatly increased earnings should now be 
possible. Again, there are the so-called in- 
visible items to consider; one may confi- 
dently hope, for example, for a substantial 
increase in the number and average expen- 
diture of American visitors next season. And 
the dollar prices of the sterling area’s im- 
portant primary products——rubber, tin, cocoa, 
and so on—have not fallen by anything like 
the amount of the devaluation, which should 
also stimulate the output of gold. 

In spite of such dangers as reviving 
German and Japanese competition, therefore, 
I believe that the dollar problem would not 
prove insoluble if our internal policies were 
right. The President of the Board of Trade 
has indeed assured us that there exists in the 
dollar area a big and unsatisfied demand for 
our goods. That there is a large potential de- 
mand is excellent news. But why are those 
demands unsatisfied ? Basically, it is because 
the export industries have not been able to 
increase their labour force and because too 
much of the existing production is absorbed 
by the demands of the home market and of 
the soft currency export markets. 


“OVERALL BALANCE ?” 


A simple diversion of exports from soft 
currency markets to dollar markets would 


provide far the least painful soluuon from the 
viewpoint of the United Kingdom. At first 
sight there appears ample scope for this, since 
in 1948 and the first half of 1949 we had an 
export surplus to the sterling area ana 
western Europe approximately equal to our 
dollar import surplus. In a sense we have 
recently been passing on to other countries the 
equivalent of the aid we have received, plus 
a large slice of our remaining gold reserves. 
No doubt that was of assistance to the world 
economy. But Marshall Aid was extended to 
the United Kingdom as part of western 
Europe on the understanding that we should 
use the breathing space so afforded to achieve 
dollar solvency by 1952. And it is precisely 
because too many goods which could have 
earned dollars have been allowed to drift to 
other markets that the dollar deficit remains 
so menacing. 


To describe this state of affairs as “ over- 
all balance” clearly begs many questions. 
This term is especially misleading if it is 
thought to imply that our whole problem 
would be solved if only the soft-currency 
surplus could be converted into dollars. The 
fallacy lies in the fact that there are in general 
no surplus export proceeds to convert. The 
recipient countries do mot Owe us money in 
respect of the surplus exports they receive 
from us, for these have their counterpart in 
such transactions as gifts to western Europe 
under the intra-European payments scheme, 
transfers of United Kingdom capital to the 
rest of the sterling area, and the repayment of 
sterling balances. Exports which are used 
for these purposes cannot at the same time 
help to pay for current imports. It has been 
possible to use something like one-sixth of 
our exports in this way, and still obtain im- 
ports on a scale equal to our total exports, 
only because we have been receiving a cor- 
responding amount of imports as gifts or on 
generous credit terms from the United States 
and Canada. It follows that to have an 
“overall balance” of this illusory kind is 
far from meaning that we are really paying 
our way. 


“UNREQUITED EXPORTS” 

It is clear that the export of capital and 
repayment of sterling debt has been on such 
a scale as to impede the fulfilment of our 
obligation to close the dollar gap, and must 
on that score be condemned as excessive. 
That does not mean that sterling releases are 
wrong in principle. Apart from all questions 
of moral obligation, we have to maintain for 
countries like India and Pakistan the value 
of membership of the sterling area. “ Un- 
requited exports” by the United Kingdom 
may not involve a loss of dollars for the ster- 
ling area taken as a whole if the recipient 
countries are thereby enabled to curb their 
dollar expenditures. But unrequited exports 
are only justified if they do indirectly save at 
least equivalent dollars. The 25 per cent. cut 
in dollar imports that we are urging upon 
the overseas members of the sterling area 
would be pointless if the latter were to re- 
place the dollar goods in full, and not just in 
part, by United Kingdom exports that could 
themselves have earned dollars. Yet they will 
obviously be tempted to do precisely that. 


Such demands cannot be met, even on the 
pre-devaluation scale, without frustrating the 
effort of the whole sterling area to achieve 
dollar solvency. The picture would, of 
course, look different if some permanent set- 
tlement of the sterling balances with Ameri- 
can help were to become a practical possi- 
bility, but obviously we must not count on 
anything of the kind. It is therefore vital 
that the sterling area should exercise great 
restraint in importing not only from the 
dollar area but also from the United King- 
dom. Even so, we must probably expect a 
sizeable export surplus to the sterling area 
to continue ; it would be unwise to count on 
“ switching ” on any extensive scale to pro- 
vide an easy way out for us. 
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TREND OF PRODUCTION 


The second possible method of bridging 
the dollar gap without lowermg our standard 
of living would be the provision of additional 
exports from increased production. There 
has, in fact, been an improvement in produc- 
tion, if not such remarkable progress—by 
comparison either with other countries or 
with prewar output—as official statements 
would suggest. Taking 1946 as 100, the official 
index for the twelve months to October last 
averaged 127, an increase of some 22 per 
cent. over 1938 and perhaps 15 per cent. over 
1937. The London and Cambridge index 
gives a somewhat less flattering picture ; 
linking this with the prewar Board of Trade 
index, one would estimate an increase of pos- 


sibly 17 per cent. over 1938 and 7 per cent. 
over 1937. 


In the meantime the industries concerned 
have substantially increased their labour 
force, so that these figures do not mean any- 
thing like a corresponding rise in output per 
head. Even the official index suggests an 
improvement in this respect of only 7 or 8 
per cent. over the ten-year period, and the 
London and Cambridge index a rise of no 
more than 3 or 4 per cent. Such calculations, 
moreover, are based on not very reliable 
manpower statistics, while the indices them- 
selves do not sufficiently reflect any deteriora- 
tion in quality or the use of resources to pro- 
duce the wrong things. 


SLACKENING OF INDIVIDUAL EFFORI 


So small an increase in output per head 
would in any case represent a poor return 
on the substantial sums ploughed back into 
industry for new plant and equipment (close 
on £4,000 million of net capital formation by 
private enterprises over the past four years), 
It suggests, in fact, that nearly the whole 
benefit of this new capital has been dissipated 
by a slackening in individual effort. Of that 
we have direct evidence in the extreme case 
of the building industry, where an official 
committee of investigation reported in 1948 
a decline in productivity per man-hour of 31 
per cent. Most of us could contribute other 
examples of poor performance from first- 
hand knowledge ; where this is so I am sure 
it is due to lack of realisation of the country’s 
need as well as to the absence of incentive. 
One cannot expect all-out effort in an en- 
vironment from which the discipline of dis- 
missal has been largely removed and the 
positive stimulus of reward deadened by 
penal taxation. Human nature being what 
it is, we cannot yet afford to dispense entirely 
either with the stick or the carrot, and until 
we have a nation of angels it is the duty of 
the Government so to handle our affairs that 
people have a monetary incentive to do the 
things which are in the national interest and 
to refrain from doing those that are not. 


Nevertheless, production has been rising in 
recent months at an annual rate of some 5 
per cent., and we must hope that the upward 
trend will be sustained despite the projected 
cuts in imports of dollar raw materials. As- 
suming that it will, some of the extra exports 
which are needed can come from additional 
production. But that does not solve the 
financial problem of preventing the rise in 
exports from aggravating inflation. Increased 
production will generate increased income ; 
and if the additional output is to find its 
way to the export markets, the whole of that 
additional spending power must be sterilised. 


MANPOWER DISTRIBUTION 


In any case, a mere overall expansion in 
output, everybody remaining in their exisun 
occupations, leaves our problems unsolved. 
We must produce the right things, and for 
that far-reaching changes are necessary in 
the distribution of manpower. Last year I 
predicted that there would be no substantial 
redistribution of manpower without disin- 
flation. There has in fact been no disinflation 
and the manpower figures speak for them- 
selves: 
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“ Plann ” Actual Change 
Change 

1945 Le 1947--Uct., 1949 

V0 U0Us 
DE <sstubd ese nseusess + 32 9 
Agriculture ....... sass °° ee + 40 
IE ce wig . 405 + TU 
Clothing ...... — Si 4 
Distribution... jeans = } 
Consumers’ services .. + 3 7-5l + lol 
Pubiic service .. = 25 J 


It will be seen that only in agriculture and 
textiles has the target set as long ago as 
1948 been even partially achieved; in the 
other cases cited the tends have been 
matkedly in the wrong direction. ‘The posi- 
tion in coalmining is particularly serious. On 
balance, no fewer than 17,000 workers left the 
industry during the first ten months of 1949. 
Producuon sull falls short of the prewar 
average, and if that does not gravely impede 
domestic production, or cause serious hard- 
ship to the domestic consumer, it is because 
coal exports have been running at only about 
one-third of the prewar level. The situa- 
tion after the 1914-1918 War, when the 
British industry priced itself out of important 
export markets that were never regained, 
threatens to repeat itself. 

The example of coal-mining helps to 
illustrate the general probiem of getting man- 


power into the right uses. In a state of 
overfull employment, labour could be 
attracted into the undermanned industries 


only by the offer of higher and higher wages. 
But such bidding-up would in present 
circumstances only aggravate inflation, and 
the redistribution simply does not take place. 


THE WAGES SPIRAL 


This is the background against which we 
have to appraise the “ wage freeze” policy. 
Had labour been willing a year ago to see 
the cost of living rise by six points without 


pressing wage demands, that would have 
gone a long way towards solving our 
problems. At that time, such a rise in prices 


would have meant a very substantial saving 
in food subsidies, thus helping’ to reinforce 
the budget surplus and bring about dis- 
inflation. Now it will merely reflect the rise 
in import prices due to devaluation, without 
any gain to the budget. To prevent this rise 
in prices from giving a further twist to the 
wages spiral, the co-operation of the T.U.C. 
is obviously of vital importance ; for a con- 
tinuance of the upward drift in wages— 
serving no economic function but merely 
aggravating inflation—would be particularly 
dangerous after devaluation. That the in- 
dividual unions will follow the T.U.C. lead 
is profoundly to be hoped; on general 
principles, it is difficult not to fear that a 
wages spiral will continue so long as over- 
full employment persists. 

That is the crux of the matter. For even 
if the wage truce is observed to the hilt, it 
means that our economy will become even 
more rigid and static unless the wage stop 
is accompanied by a curtailment of ex- 
penditure that would bring a contraction of 
employment in industries catering for the 
home market, releasing resources to find 
their way to the export industries. If that 
were happening it would be reflected, as I 
said last year, in some temporary unemploy- 
ment. The abnormally low figures hitherto 
seen reflect merely a failure to deal with the 
problem of redistribution at all. Our 
economy has become petrified in the pattern 
of 1947. It is not in the real interests of any 
section of the community—least of all of the 
wage-earners—to pursue a policy which, in 
the long run, must result in mass unemploy- 
ment of the most intractable kind, due to 
inability to earn the dollars with which to 
purchase our essential raw materials. 





NARROW MARGIN OF SAFETY 


Bearing in mind that, on the Chancellor’s 
own admission, inflationary pressures were 
reasserting themselves even before devalua- 
tion, can one really believe that the govern- 
ment’s “consequential measures” are 


sufficient to restore a healthy situation ? We 
have seen that we are not justified in count- 
ing on much help in the expansion of dollar 
exports from the reduction of sales to the 
soft currency markets and that even if the 
additional exports come partly from in- 
creased production that does not obviate the 
need for cuts in expenditure. Admittedly, 
some economists outside the public service 
have been prepared to say that the pro- 
gramme may merely be “ somewhat, but not 
gravely” inadequate for its own limited 
objective of offsetting the impact of devalua- 
tion. Praise as faint as this may seem just 
as damning as the more representative 
appraisal of the programme as “ salvation by 
fleabite.’” To do no more than offset the 
impact of devaluation simply perpetuates the 
inflationary conditions which made devalua- 
tion inevitable. ‘The margin of safety is 
perilously narrow. A realistic programine 
would aim at such a curtailment of expendi- 
ture as would restore some flexibility to Gur 
economy and permit a lowering of taxation 
to help incentive. 


In saying this I do not overlook the fact 
that capital expenditure may conceivably 
decline for reasons outside the direct control 
of the authorities. For some time past, in- 
dustry has been rebuilding its depleted 
working capital ; if that process should cease 
or be reversed the effect on investment out- 
lays might for a time be considerable. 


INTEREST RATES 

Nor do I overlook the fact that the some- 
what higher long-term interest rates now pre- 
vailing as a result of the fall in gilt-edged must 
tend to produce some decline in capital ex- 
penditure. It is true that many projects that 
would have been financed by the sale of 
securities will appear much less attractive if 
those securities have to be sold at a heavy 
loss. Unfortunately, this deterrent is not 
having its full effect because the government 
is not allowing the public sector of the 
economy to be subject to the same discipline 
as the private sector. Normally, it is, above 
all, expenditure on building which is most 
responsive to changes in the long-term rate 
of interest ; and building is now very largely 
in the hands of public authorities that have 
been deliberately sheltered from the effect of 
such changes. 


Indeed, the Treasury is now lending to 
municipalities, through the Public Works 
Loan Board, at less than its own borrowing 
rates for comparable periods. Hence the fall 
in gilt-edged is likely to discourage only 
industrial capital expenditure, however 
essential, while leaving public authorities free 
to raise loans below market rates for many 
projects that could better be postponed at 
this time of national crisis. This in my 
view is contrary to the national interest. 


ARTIFICIALLY LOW RENTS 

It will be objected that any increase in the 
rates of interest charged to local authorities 
on housing loans must reflect itself in higher 
rentals charged to tenants ; but it is the fact 
that, rents having been frozen virtually at 
prewar levels by means of legal restrictions 
and heavy direct subsidies, their real burden 
has been enormously reduced. If in order 
to keep rents near their prewar level we are 
now to incur, in addition to open subsidies, 
large concealed subsidies in the form of 
below-market rates of interest, the subsidisa- 
tion of housing may well become just as 
unmanageable as the food subsidies. 

There is another disadvantage in these 
artificially low rents. Over and above the 
burden they impose on the taxpayer and 
ratepayer, they lead to a wasteful use of 
existing accommodation: that a large pro- 
portion of houses suitable for families are 
occupied by single individuals is  un- 
doubtedly due largely to the effect of rent 
restrictions and subsidisation. This is, of 
course, to be expected. Where things are 
provided free or at prices far below their 
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true cost, waste is the invariable result—a 
principle that has been tacitly admitted in 
the desicison to levy a charge for medical 
prescriptions. 


That principle must be applied far more 
widely if we are ever to reduce taxation from 
its present intolerable level—an indispensable 
condition of recovery. Our present plight 
is due in no small measure to this govern- 
mental habit of paying out money to ten 
people, and getting it back from nine of them, 
in order to help the odd one who needs 
helping. For example, the great majority 
of us—for we are all taxpayers today—are 
at present subsidising the cost of our own 
food in order to protect the relatively small 
numbers of pensioners and those with very 
large families, who could be assisted in a 
more direct way. Indeed, they could be 
assisted more generously if the budget were 
relieved of the enormous burden of universal 
subsidies, while the great bulk of the people 
would not suffer from a rise in food prices 
offset by corresponding relief from taxation. 
The basic point is that every penny which 
goes through the budget raises tax rates and 
correspondingly reduces the incentive to 
effort. 


NEED TO REVIVE SAVINGS 


One other thing could make possible a 
real alleviation of the tax burden: it is a 
revival of saving on a scale that would 
obviate the need for a budget surplus. But 
here we have yet another of those vicious 
circles in which the present situation 
abounds, for the more provident sections of 
the community are being ground between 
the upper and nether millstones of crushing 
taxation and rising prices. Savings will not 


revive until the tax burden has been 
lightened. If that cannot be done by reduc- 


ing the general load of taxation it should 
come from a great extension of special en- 
couragements to saving, such as the existing 
relief on life assurance premiums ; for tax 
concessions which promote saving carry the 
least risk of inflationary consequences. And 
savers must be given cause to feel confidence 
that the currency will maintain its value. 
The purchasing power of past savings has 
declined so drastically that it is increasingly 
difficult to persuade savers that they will 
not experience similar losses in future. This 
undermining of confidence is reflected in the 
heavy withdrawals of small savings, just as 
lack of confidence in our general situation 
on the part of the whole body of investors 
was responsible for the recent fall in gilt- 
edged prices. By halting the inflationary 
rise in prices, a sound financial policy—and 
that means reduced government expenditure 
—would work wonders in promoting a 
revival of savings. 


CONYERTIBILITY 


So far I have been reviewing the position 
in the light of our own pressing difficulties. 
But sterling is still a world currency, and 
world trade as a whole will not flourish until 
sterling is once again convertible. It is dis- 
appointing that yet another year has passed 
without bringing any visible progress towards 
that objective. Before the devaluations, one 
of the chief impediments to multilateral trade 
was the disparity, at the prevailing exchange 
rates, between the relatively low price levels 
in the dollar area and the much higher leve! 
of prices in the non-dollar world. This pro- 
vided a temporary justification for the whole 
framework of bilateralism, with its discrimi- 
nations and quotas, its rigid and elaborate 
exchange controls. One had hoped that 
devaluation, by bringing the two price levels 
more into line, would permit some loosening 
and simplification of exchange control; in 
particular, that it might become possible ts 
merge the present four-score or more varie- 
ties of sterling into two or three broad groups, 
or even to lift exchange control entirely 
vis-a-vis some of the European countries 
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which have followed us down against the 
dojlar. Unhappily, no such gesture towards 
ulumate convertibility has been forthcoming. 


Yet another major obstacle 
removed before convertibility itself can 
become a practical proposition. That is the 
problem of the sterling balances; for con- 
vertibility is out of the question, given the 
precarious level of our dollar reserves, so 
Jong as a vast floating mass of sterling is left 
overhanging the market. Undoubtedly, 
world recovery would suffer a grave setback 
if the under-developed countries of the ster- 
ling area were prevented from fulfilling their 
legitimate capital requirements. But we have 
seen that the burden of financing such 
development, either by new investment or 
by massive repayments of sterling balances, 
is greater than this country can bear without 
jeopardising its own recovery and with it the 
solvency of the sterling area. If the export 
of capital is to continue on anything like the 
recent scale, it can only be with the help of 
the United States. A solution which found 
some means of linking American capital to 
the generations of accumulated experience in 
Overseas investment embodied in the City of 
London would be one of the most fruitful of 
all ways for the implementation of President 
Truman’s “ Fourth Point.” 


must be 


GOVERNMENT SPENDING EXCESSIVE 


Meanwhile, we must put our own house in 
order. Too much public spending still lies 
at the root of nearly all cur economic diffi- 
culties. It is this which impedes the redis- 
tribution of our labour force and the achieve- 
ment of our economic independence ; which 
compels us to retain licensing and controls 
after more than four years of peace ; which 
has kept taxation at peak wartime levels, with 
all its deadening effect on individual effort. A 
reduction of the present tax burden is a pre- 
requisite to recovery ; to make that possible 
it is for the Government in power to choose 
between the more essential and the less essen- 
tial objects of Government expenditure. A 
few months of restraint in spending, not 
involving any severe personal hardships, 
would transform the whole situation. Our 
productive apparatus is sound; our people 
are sound, given the proper incentives ; it is 
the management of our finances which has 
been defective. 


Indeed, the basic lesson of the past four 
years is the need for restraint on the part of 
all political parties if we are to preserve the 
soundness and stability of the nation’s money. 
Sound and stable money is as much a con- 
dition of a healthy society as an incorruptible 
judiciary, and performs a comparable func- 
tion in the sphere of social justice. Not so 
long ago we possessed the double safeguard 
of the discipline of the gold standard and 
the independence of the Bank of England. 
Both have disappeared. For good or ill, the 
fate of sterling is decided by the will of the 
majority in the House of Commons, 
unfettered and unrestrained. 


Few would dispute that we were right to 
loosen the rigid bonds of the gold standard, 
which in the depression years led—through 
our clinging to an over-valued parity—to the 
evil of mass unemployment with its attendant 
misery and injustice. But a system cf 
“managed ” currency has great dangers. The 
whole monetary situation today is dominated 
by Government actions, touching every 
aspect of our economic life and extending 
far beyond the management of the currency 
in its technical sense. Maintenance of the 
stability of money is the first duty of every 
peacetime Government. More particularly, 
in an industrial economy such as _ ours, 
dependent oa imports of raw materials and 
food, failure to keep public expenditure 
within tolerable bounds will lead us back, 
and perhaps at no distant date, to conditions 
of unemployment as bad as or worse than 
anything we have hitherto experienced. 


STAFF 
It is impossible to conclude this annual 
statement to shareholders without referring 
once again to the services rendered by the 
staff of the Bank. We are fortunate in pos- 
sessing a staff of the highest quality, amongst 
whom there exists, I believe, a notable esprit 
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de corps. ‘They are doing excellent work 
under the far from easy conditions of today, 
and if the results disclosed in our report 
and balance sheet are such as to give satis- 
faction to our shareholders, it is to the hard 
work, energy and enthusiasm of the staff of 
the Bank that those results are due. 


NATIONAL PROVINCIAL BANK LIMITED 
BUSINESS ACTIVITY SATISFACTORY: OUTLOOK UNCERTAIN 
DANGER OF RELYING ON OUTSIDE ASSISTANCE 
REMOVAL OF EXCHANGE CONTROL THE GOAL 


DEVALUATION : 


Cars. GE. Cc. ERIC 

The 117th annual general meeting of the 
National Provincial Kank Limited, will be 
held at the Head Office, 15, Bishopsgate, 
London, E.C., on February 9th. 

The following is an extract from the state- 
ment of the chairman, Capt. E. C. Eric 
Smith, M.C., circulated with the report and 
accounts for the year 1949:— 


BOARD OF DIRECTORS 


It is with very great regret that we have 
to record the death in November of Mr 
Ronald Malcolm, who joined the board in 
1920. Mr Malcolm was chairman of our 
affiliated bank, Coutts and Company, from 
1931 to 1946, and his great ability and wide 


knowledge of banking and finance were 
valuable assets to the boards of both 
companies. 


Sir John Lloyd, Mr John Robarts and Mr 
Richard Durant Trotter have expressed the 
wish to retire from the board of the bank, 
which has thus lost the benefit of their dis- 
cernment and experience in financial and 
business affairs, so freely placed at our dis- 
posal over many years. Sir John Lloyd, for 
whom we all wish a speedy recovery to 
health, joined the board in 1927 and placed 
at our disposal his outstanding ability in 
commercial and financial affairs. Mr John 
Robarts’ association with banking com- 
menced with his partnership in the old- 
established family business of Robarts, Lub- 
bock and Company, which was amalgamated 
in 1914 with Messrs Coutts and Company. 
He was first elected a director in 1920. Mr 
Trotter joined the board in 1938, having 
served for many years previously as a local 
director in London. 

During the year we have had the pleasure 
of announcing the election to seats on the 
board of Mr Herbert Henry Merrett, the Rt. 
Hon. Sir Percy James Grigg, K.CB., 
K.C.S.I., and the Rt. Hon. The Earl of 
Inchcape. Mr Merrett is a prominent indus- 
trialist, and his wide knowledge and ex- 
perience will be of great benefit to the bank. 
Sir James Grigg’s services to the country 
during his career in the Civil Service, his 
war-time office of Secretary of State for War 
and his period as British executive director 
of the International Bank for Reconstruction 
and Development have been of the highest 
order, and we welcome him as a colleague. 
The election of the Earl of Inchcape renews 
the connections with his family which existed 
for many years when his grandfather, the 
first Earl, served on the board. 

We regret to announce the deaths of two 
of our local directors, Colone!] Hugh Frank 
Clutterbuck end Mr William Melvill Coode. 
Colonel Clutterbuck had served on the local 
board for Bath and district since 1903. Mr 
Coode had been a member of the local board 
of the bank in St. Austell since 1920. Mr 
Edward Bremley has retired from the Shef- 
field local board of the bank after over 17 
years as a local director, during which time 
the bank has profited from his experience of 
loca! affairs. During the year the Hon. Robert 


OPPORT. NITY 


AT HEAVY PRICE 


SMITH ON TAXATION 


Arthur Balfour and Mr Gerald Steel have 
joined our local board in Sheffield. They 
are gentlemen of eminence in the steel indus- 
try, and their knowledge will be of much 
value to our business. 


MANAGEMENT AND STAFF 


The maintenance of the high standard of 
our service to the public would not be possible 
without the loyal and willing co-operation of 
both management and staff, whose day-to- 
day work has in recent years become ever 
more complicated by the growing weight of 
regulations and controls, many of which call 
for detailed study. 

We hope during the next few weeks to see 
in operation a new staff training centre. We 
have good reason to expect that this new 
venture will be of great assistance to the 
members of the staff who attend its courses, 
in helping them more thoroughly to fit 
themselves for positions of responsibility in 
the Bank’s service. 


BRANCH DEVELOPMENT 


During the year we have opened a number 
of new branches, and it is our intention to 
continue to extend the scope of our organiza- 
uon. The improvement and enlargement 
of existing branches have also received con- 
siderable attention. We are pleased to report 
that, in the wider spheres of our activities, 
our trustee business continues to expand 
and further trustee branches have been 
opened this year. 


COUTTS AND COMPANY 


The balance sheet of Coutts and Company 
as at December 3lst last, accompanies our 
own reports and accounts. 


STATEMENT OF ACCOUNTS 


The situation of the Bank at December 31st 
last is set out in the balance sheets and 
accounts which accompany the directors’ 
report. Current, deposit and other accounts 
which at the end of 1948 stood at 
£768,660,861 are now £777,059,630. The 
ratio to these liabilities of the more liquid 
assets, namely cash, short money and bills, 
is 38.7 per cent. The requirements of His 
Majesty’s Treasury in the form of Treasury 
deposit receipts have been lower in 1949 than 
in 1948. ‘The figure at the end of the year 
was £98,500,000, which showed a reduction 
of £76,500,000. 

Investments stand at £161,930,428, of 
which £154,858,649 is represented by 
British Government securities and securities 
guaranteed by the British Government. 
Securities of Dominion and Colonial Govern- 
ments, British public boards and British 
municipal corporations stand at £2,171,749. 
These two items combined compare with 
£.144,020,201 a year ago, and disclose an in- 
crease in investments of the categories 
described of £13,010,197. The balance is 
composed of our holding in Coutts and 
Company, Lloyds and National Provincial 
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Foreign Bank Limited, Yorkshire Penny 
Bank Limited and other trade investments. 


Advances to customers and other accounts 
at the figure of £230,063,148 compare with 
£196,227,349 at the corresponding date in 
1948. Full provision has been made, as in 
previous years, for all accounts carrying any 
risk of loss to the bank 


PROFIT AND LOSS ACCOUNT 


Net profit for 1949 is £1,413,126. This 
compares with £1,383,387 in 1948. The 
amount disposable after adding the sum of 
£780,629 brought forward from 1948 is 
£2,193,755. An interim dividend of 7} per 
cent. has been paid, which accounted for 
£391,026. It is proposed to deal with the 
balance as follows: —To pay a final dividend 
of 75 per cent. £391,026; to make an appro- 
priation to contingencies account of 
£600,000. Thereafter a balance of £811,703 
will remain to be carried forward. 


EMPLOYMENT OF RESOURCES 

The way in which a bank’s resources are 
employed is of major importance to both 
depositors and shareholders. The former 
always have been, and still are, interested in 
the security of their money. To the latter, 
the profitability of such employment of re- 
sources was also of considerable importance. 
Formerly, banks enjoyed very great discre- 
tion as to the use they made of the money 
entrusted to them: today they are subject 
to a variety of controls. 


At the present time about 63 per cent. of 
this bank’s assets consist, in one form or 
another, of loans to the Government, and the 
uses to which this money is put, whether 
judicious and sound or otherwise, have 
passed beyond our control. Of this total sum 
30 per cent. is represented by holdings of 
British Government securities: it can, there- 
fore, be easily understood by people of 
normal intelligence that a falling gilt-edged 
market is a source of very great anxiety. 
Recently there have been allegations that the 
City, inspired by a dislike of the political 
colour of the Government, has deliberately 
tried to drive down the prices of Govern- 
ment securities. So far as the “ Moneylenders 
of London” in the shape of the Clearing 
Banks are concerned, the imbecility of such 
assertions makes comment superfluous. 


EFFECTS OF TAXATION 


The effects of taxation upon the accumula- 
tion of capital have often been emphasised, 
but the position, as it ai present exists, calls 
for further comment. An income tax, which 
transfers nine-twentieths, or virtually half, 
the profits of trade and industry to the state 
is an intolerable burden which, reinforced by 
sur-tax, has to all intents and purposes ex- 
tinguished the creation of capital by the indi- 
vidual. There remain the savings of Cor- 
porate bodies, or what survives therefrom, 
after the payment of income tax. This, 
though a sufficiently melancholy situation, 
does not, unfortunately, represent the full 
extent of the depredation. 


Profits tax has still to be reckoned with 
and hardly ever can there have been a more 
ill-conceived and mischievous impost, Its 
name may have a soothing sound to some 
ears, inferring as it does the penalising of 
capital’s share of the fruits of industry, but 
in fact it is a complete misnomer. Profits 
tax falls, in its entirety, on that portion of 
the profits which would normally be 
ploughed back into a business. It is, in 
fact, a deduction from those moneys out of 
which dead or moribund assets must be re- 
placed and provision for further expansion 
found. True, the amount and gravity of the 
tax increase with the percentage of profits 
distributed, but it always falls in the same 
place, on the residue destined to be ploughed 
back. Its effect on such residue may mean 
anything from a deduction of slightly over 
50 per cent. to total extinction, Far from 


being a profits tax, it is a tax on the future 
tools of industry, a tax on still-born capital. 


YEAR OF CONTRASTS 


The year covered by the accompanying 
accounts has been one of contrasts. Were it 
possible to look inwards only, the picture 
would be more attractive than, in fact, it is. 
Agriculture has enjoyed a reasonably good 
year. Roots, beet and potatoes have suffered 
from drought conditions as have pastures and 
direct re-seeding. On the other hand, the 
hay was good and so, on the whole, were 
the straw crops. Both were harvested under 
most helpful weather conditions which con- 
tinued long enough to benefit autumn farm 
work, 


Other basic industries have continued, in 
private hands, to produce satisfactory results. 
In places there are signs of a slowing up and 
in assessing the position, it is wise to take 
note of the condition of order books and 
stocks. Nationalised industry, alternately 
adulated and exhorted, has not yet reached 
the promised efficiency and harmony and is 
best left unsung. 

Active conditions have ruled in most in- 
dustries and trades, In some cases, especially 
the light engineering group, production has 
been limited by labour shortages. Elsewhere 
the lack of assured supplies of raw materials 
has been an obstacle preventing increased 
output. Although order books are reported to 
be sull full, experience suggests that neither 
the possibility of duplication nor the risk of 
cancellation can be dismissed. 


FACTORS IN THE OUTLOOK 


If the present level of general business 
activity is satisfactory, the existence of a 
number of uncertain factors affecting the 
outlook for 1950 must be noted. Apart from 
the unsettling effects of the forthcoming 
general election those engaged in trade and 
industry are concerned about the ultimate 
effects of devaluation on the general price 
structure. 


The export traders have continued to 
survive the normal hazards of international 
trading as well as the lectures of the Govern- 
ment theorists. The easy conviction of the 
latter that existing patterns of trade can be 
changed almost overnight is matched by a 
memory which conveniently overlooks the 
fact that releases from the sterling balances 
have materially affected the course of trade 
in the postwar years. 

The foregoing indicates that, although the 
country has been for over four years the 
guinea pig of an experiment, the animal 
survives—a tribute to its constitution and 
stamina. Much thought should, however, be 
devoted to the question of what conditions 
would now obtain here had we not been 
shored up from outside. We have taken to 
the position of recipients of eleemosynary aid 
easily and readily, only occasionally biting 
the hand that provides it. Comparatively 
few people fully grasp the significance of our 
situation, or realise that it may not continue 
indefinitely. It is a comfortable feeling that 
it is the business of people who live in other 
countries tO maintain us in that state of life 
unto which it hag pleased our Government to 
cali us, But it is also very dangerous. 

When this experiment began, its practi- 
tioners were quite clear that pounds, shillings 
and pence meant nothing ; their subsequent 
actions have gone some way towards turning 
this theory into fact. Government expendi- 
ture was immaterial. Pay packets increased, 
but the pound, not unnaturally, became cor- 
respondingly devalued. It is possible to per- 
suade people internally, by juggling with sub- 
sidies, that their currency is worth more than 
in fact it is, but very difficult to convince the 
foreigner. When the pound was openly de- 
valued this was not an act of statesmanship: 
it was a belated admission of previous error ; 
and, for an importing country, of very 
grievous error. It was a confession that this 
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country, through the employment of grants, 
loans and credits from outside sources, had 
built up an internal economy which made the 
maintenance of the external value of its cur- 
rency impossible. 


EXCHANGE POSITION 

There is a curious, and very undesirable, 
attitude of mind prevalent here as regards 
our exchange posiion—a sort of feeling that 
it will be “all right on the day”; that to- 
morrow’s daily press will carry a heavy head- 
line “ Dollar Problem Solved.” Few people 
will admit even to themselves that this ques- 
tion is with us for a generation or more ; that 
it must influence the lives of all of us, our 
domestic politics and industry ; and that it 
will entail a complete re-orientation of our 
pattern of trade. It is going to be difficult 
however desirable, to reduce the internal level 
of payments other than gradually. It may 
be possible to get more work for the same 
payment. What is absolutely vital is that no 
greater payment should be made for the same 
amount of work. ‘There was a time when a 
man’s remuneration increased through his 
greater efficiency, his greater industry, or 
through his promotien to a higher-paid job. 
Far too frequently the fashion of late has 
been to look for more money for the same 
work by periodically prodding into activity 
the appropriate trade union officials. There 
is no doubt that this is fully realised and, as 
far as possible, resisted by responsible 
people in the trade unions. Resistance is, 
however, difficult. 

Devaluation has given the exporter an op- 
portunity, but at a very heavy price in ex- 
ported human effort in rejation to return. 
No doubt, existing markets in the dollar area 
can and will be expanded and new markets 
found there, and every effort should be made 
so to do. The sale, however, of consumer 
goods, other than specialities, on a scale that 
would affect the oversea domestic producer 
(and to create any effect it would have to be 
on such a scale), will never be achieved, or, if 
achieved, tolerated. It is unpleasant to write 
this, but it would be misleading and mis- 
chievous not to do so. Do not forget that 
there are many other countries struggling 
with the dollar export market. 


BASIS FOR MODUS VIVANDI 


A reasonable modus vivendi can only be 
achieved, and that ultimately, by a movement 
of dollar capital. Whoever first had the idea 
of attaching fixed labels to rates of exchange 
has much to answer for. Economic forces 
cannot be contained in man-made pipes be 
the bore 4.03 or 2.80. A rate of exchange is 
what will be paid, in a free market, im the 
currency of one country for the currency of 
another. It is not, and never will be, what 
the financial authorities of the respective 
countries consider should be paid. 

An immense system of control and an intri- 
cate system of evasion have been built up in 
an effort to defeat each other and the effects 
of the laws of supply and demand and to 
postpone the evil day when it will no longer 
be possible to perpetuate an illusion. It is 
quite certain that capital will not be attracted 
to the sterling area unless and until it is freely 
movable, and without such attraction of 
capital it is difficult to see how our long-term, 
not our short-term, problems are to be 
solved. 

The removal of exchange control is the 
goal towards which all our financial policies 
should be directed. The establishment of free 
exchanges would produce chaotic conditions 
over a period which might be protracted, 
but such a situation would be preferable 
to that which will result from a_perpetu- 
ation of self-imposed financial blindness. 
The operation can never be painless, but, 
sooner or later, by this means alone can a 
reasonable economic future for this country 
be assured. No one has yet determined for 
how long an ostrich can maintain its head in 
the sand without irretrievable damage to the 
bird. 
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BARCLAYS BANK LIMITED 


FIRST POSTWAR FALL IN DEPOSITS 


CHANGED ATMOSPHERE IN WORLD MARKETS 


GOVERNMENT EXPENDITURE A PRIME OBSTACLE TO RECOVERY 


SERIOUS THREAT TO COUNTRY’S FUTURE 


A GENERATION OF PROGRESSIVE FFFORT REQUIRED 


SIR WILLIAM GOODENOUGH ON TAXATION 


The fifty-fifth ordinary general meciing 
{being the annual general meeting for the 
year 1950) of Barclays Bank Limited will be 
held at the head office of the bank, 54, Lom- 
bard Street, Londen, E.C., on February 9th. 

The following is the statement by the 
chairman, Sir William Goodenough, Bt., 
LL.D., on the report and accounts for the 
year ended December 31, 1949: 


The proceedings at our forthcoming annual 
general meeting will be again of a formal 
nature and I am continuing the practice of 
sending to the stockholders with the report 
and accounts a statement on the affairs of the 
bank during the past year. 


The retirement of Mr Arthur Bevington 
Gillett from the board of directors in June 
brought to an end a close and greatly valued 
association which had lasted for more than 
a quarter of a century. Mr Gillett had been 
a director of the bank since 1921. He began 
his banking career with Messrs Gillett and 
Company of Oxford, and, when that bank 
was amalgamated with Barclays Bank 
Limited in 1919, he became a local director 
at Oxford. I am glad to say that he will 
continue to be with us in that capacity and 
so we Shall still be able to benefit from his 
help in the district that he knows and under- 
stands so well. 


In my statement last year I made a passing 
reference to the importance which we attach 
to our system of decentralised control, 
operated through our local head offices, the 
value of which lies in the lively flexibility that 
it gives to the day-to-day working of the 
bank. Stockholders will like to know that we 
have recently strengthened our local head 
office at Sheffield by the formation of a local 
board there and I am sure that this new 
provision in that important industrial area 
will be a source of added strength to the 
bank and of greater convenience to our cus- 
tomers. 


NEW GENERAL MANAGERS 


We have appoimted, as general managers 
of the bank, Mr John David Cowen, who 
has been our general manager (staff) since 
May, 1948, and Mr Edward Brimelow, 
previously an assistant general manager. Mr 
Cowen was formerly a local director at New- 
caste upon Tyne and Darlington and Mr 
Brimelow for some years was manager at 
Coventry. Although Mr Cowen will no 
longer carry the utle of general manager 
(staff), he will still be fully responsible for 
ihe supervision of the siaff arrangements in 
the same way as he has been heretofore and 
this will ensure that staff administration 
remains in conformity with the policy which 
was adopted on the first appointment of a 
gencral manager (staff). 


Stockholders will have an opportunity at 
the meeting of associating themselves with 


a vote of thanks to the staff of the bank 
which will be proposed there. Those who 
have been able io come to our annual meet- 
ings in past years cannot have failed to notice 
that these votes are not the mere formality 
that their regular recurrence in the proceed- 
ings might be taken to suggest, but are a 
very warm and sincere expression of con- 
tinuing gratitude for a fine service valued at 
its true worth. While I have in mind our 
staff and all they have done for the bank, 
may I say how much I have been interested, 
and how much encouraged, since the war to 
see the steady flow of new entrants into our 
ranks, and to be made aware, as I have been, 
of their very evident keenness, which holds 
such promise for the future. 


BALANCE SHEET FIGURES 


Our balance sheet for the end of last year 
shows a total for current, deposit and other 
accounts of £1,266,243,422 which is below 
the figure of £1,274,660,008 at the close of 
1948. This is the first time since prewar 
days that our balance sheet has revealed a 
fall in deposits compared with the end of 
the previous year. The information so far 
available shows that during most of 1949 the 
upward tendency in bank deposits as a 
whole, although less marked than in 1948, 
was still present. This has been in some 
measure @ symptom of the persisting infla- 
tionary threat which we know to be very 
close to the surface at the present time and 
which it is more than ever important to hold 
in check. 

The total of the resources at our disposal 
has altered little during the year, but the 
balance sheet shows that important changes 
have taken place in the distribution of our 
assets. ‘These have arisen from the change 
of emphasis from treasury deposit receipts 
to treasury bills as a means of financing the 
floating debt, which has aroused a good deal 
of interest by reason of the magnitude of the 
operation. Our own holdings of treasury 
deposit receipts at the end of December had 
fallen to £171,500,000 compared with 
£302,000,000 at the close of 1948 and with 
the figure of £249.500,000 in our monthly 
statement for July, just before the really 
massive transfer began. On the other hand, 
the total of bills discounted shown in the 
balance sheet is £260,803,323, an increase of 
no less than £93,742,920 over the year, which 
has raised the proportion to deposits of this 
item to 20.5 per cent. 

Whatever may be the aim of the policy 
underlying this striking change of direction, 
ts immediate effect has been to impart much 
greater flexibility to the banking system. In 
our own case, our specially liquid assets 
taken as a whole, namely, cash in hand and 
with the Bank of England; balances with 
other British banks and cheques in course 
of collection ; money at call and short notice ; 
bills discounted and treasury deposit receipts 
amounted at the end of the year to 
£675,619,476 or 53.3 per cent. of Our current, 
deposit and other accounts. Excluding 
treasury deposit receipts, the proportion was 
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39.8 per cent. compared with 31.7 per cent. 
on December 31, 1948. It is probably inci- 
dental that some saving will have been 
realised in the cost of financing the floating 
debt through the greater dependence upon 
treasury bills, which are a cheaper medium 
than are treasury deposit receipts. 


INVESTMENTS 


Our investments, which stand at 
£302,827,932 in the balance sheet, excluding 
those in the category of fixed assets, compare 
with £291,816,845 twelve months before. 
The balance sheet figure has not changed 
grcatly, but, in common with those of the 
clearing banks as a whole, as shown by the 
figures up to November, it has increased 
somewhat in total amount and the rising 
trend has been apparent throughout the 
year. This fact is a good and sufficient 
answer to any suggestion that the banks had 
actively contributed to the heavy fall in the 
prices of Government securities by selling 
investments on a large scale. 


The fall in security prices or, in other 
words, the rise in the long-term rate of 
interest has been one of the outstanding 
incidents in a troubled and eventful year, 
because, after almost two years of gradual 
change in the same direction, it has demon- 
strated in the clearest possible way the futility 
of trying to contain an economic force, what- 
ever may be done to temper it. It would go 
far towards a solution of all our difficulties 
if this simple lesson, which needs to be 
applied in so many ways at the present time, 
could strike home, and with it the corollary 
that forces of this kind need not be implac- 
able enemies but can be brought to use as 
very powerful allies. 


The fall in security prices has naturally 
had its impact on the market value of our 
own large holdings of investments and I 
think I should just mention that this is the 
kind of possibility that is always present in the 
minds of all of us who are concerned with 
the investment policy of an institution such 
as ours which has a long-term programme 
under constant review in the light of the 
experience of successive generations. We 
have to be well prepared to withstand such 
serious changes as have taken place in recent 
months. 


ADVANCES AGAIN LARGER 


Our advances to customers and other 
accounts, which have moved in accordance 
with the general trend for the clearing banks 
as a whole, have risen to £297,969,264 
against £286,419,375 at the end of 1948. 
They have reached new high levels during 
the year and have remained throughout tha 
time a little above the average for the pre- 
vious twelve months. At the same time, the 
increase in the total over the whole period 
has been smaller by far than in any other 
year since the end of the war and the propor- 
tion of advances to deposits, which is much 
less than it was in days gone by, has changed 
little during the year, and this in a time when 
prices have been rising and production ex- 
panding. 


The directors report that after payment of 
all charges and providing for taxation and 
after deducting transfers to inner reserves, 
out of which reserves provision has been 
made for diminution in value of assets, the 
net profit for the year ended December 31, 
1949, amounted to £1,866,279 lls. 7d. com- 
pared with £1,879,943 2s. for the year 1948 
As will be seen from the report, the director: 
have allocated £700,000 to contingency 
account. Interim dividends at the sam: 
rates as in 1948 were paid on August &th 
last and the directors now recommend ihe 
payment of final dividends of 5 per cent., 
making 10 per cent. for the year, on tne 
“A” stock, and 7 per cent., making 14 per 
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cent. for the year, on the “B” and “C” 
stock, less income tax in each case. 


CONSOLIDATED FIGURES 


Turning to the consolidated balance sheet, 
presented now for the second time, we are 
able not only to gain a general impression 
of the figures of the Barclays group as a 
whole but to see how they compare with 
those shown a year ago. It will be noticed 
that it has been necessary to take the position 
of the subsidiary companies on September 
30, 1949. The total assets amounted to 
£1,814,286,599 against £1,864,887,762 last 
time, while current, deposit and other 
accounts have fallen during the year by 
£48,879,382 to £1,699,395,760, which is re- 
flected mainly in the cash item. This down- 
ward movement is attributable very largely 
to a decline in the deposits in South Africa 
of Barclays Bank (Dominion, Colonial and 
Overseas). 

The liquid assets in the balance sheet, 
namely, cash in hand and with the Bank 
of England and Central Banks abroad, and 
gold bullion ; balances with other banks and 
cheques in course of collection ; money at 
cal! and short notice; bills discounted and 
treasury deposit receipts amounted to 
£848,075,106 or 49.9 per cent. of current, 
deposit and other accounts. Here again we 
see the effect of the switch from treasury 
deposit receipts to treasury = lls that I have 
m mentioned in connection with the parent 
bank, the former ieving fallen by 
£134,500,000 and bills discounted having 
risen by £89,836,307. 


Investments, apart from those classified 
as fixed assets, are £455,229,831 and advances 
to customers and other accounts stand at 
£421,834,904. Both these items are higher. 
I think it would not be wrong to take pride 
in the knowledge that the great aggregation 
of effort underlying these figures, based 
the same principle of decentralisation as has 
served so well in the business of Barclays 
Bank Limited, continues to be devoted to 
the service of many communities and remains 
an asset of considerable importance from the 
national point of view. 


PRECARIOUSLY-BASED RECOVERY 


There is nothing more for me to say that 
is of immediate domestic concern to our- 
selves, but I would like now to make a few 
observations of a general kind. At this time 
last year, we could look back upon a period 
which bore the marks of achievement over 
the whole field of national endeavour. 
Nevertheless there were many reasons for 
thinking that the recovery, although remark- 
able by any standards, was precariously 
based. It was clear that our success in 
dealing with the balance of payments 
problem owed too much to the bilateral 
trade agreements negotiated under the stress 
of the dollar shortage ; that our exports con- 
tained a substantial element that brought us 
no corresponding claim on the resources of 
other countries, and that behind the aggre- 
gate figures of our external trade lay a very 
large and intractable deficiency with the 
western hemisphere which was the “ hard 
core” of our problem. The search for alter- 
native sources of supply, in an effort to 
husband dollar resources, had already 
brought about a sharp divergence in the 
trend of prices which tended to fall in 
“hard” currency countries and to rise in 
those whose currencies were “ soft.” 





The two price systems were insulated from 
one another by the dollar shortage, and even 
between the countries of western Europe the 
Intra-European Payments Scheme was not 
working in quite the way that had been 
hoped and trade had remained in bilateral 
channels. The stimulus of competition was 
thus weakened, trade threatened to become 
more and more constricted and the already 
distant prospect of a return to freedom in 


international payments to recede. We had 
other preoccupations, too, and so although we 
looked forward hopefully, we did so without 
the confidence that our achievements might 
have jusufied in other circumstances. 


CRITICAL SITUATION 


As it has happened, the events of the past 
year have greatly emphasised our difficul- 
ties and have brought us to a critical situa- 
tion. The tendency for prices to fall in the 
United States which extended so rapidly, 
widened the disparity between the price 
levels of the “hard” and the “ soft” cur- 
rency countnes. The dollar earnings of the 
sterling area through the sale of primary 
commodities fell away and at the same time 
the sale of United Kingdom products to the 
United States had to face the shrinking 
demand for consumer goods, the growing 
keenness of competition from American pro- 
ducers, the substantial price reductions and 
the shortening delivery dates which became 
so quickly characteristic of the United States 
domestic economy 

A growing sense abroad that Britain would 
be forced into a devaluation made the situa- 
tion worse. Buyers tended to hold off in the 
hope of being able to buy from us more 
cheaply later. Those with payments to make 
to us delayed making them and there was a 
general loss of confidence in sterling. The 
effect showed itself, Marshall Aid notwith- 
standing, in the drain on the already im- 
paired central reserve of gold and dollars 
held by this country as the basis for the 
external transactions of the whole of the 


sterling area. Devaluation became inevitable. 





THE IMMEDIATE AI\I 


We should do well to realise that the 
events in the United States, which so 
materially affected conditions in this country 
during the past year, cannot by any stretch 
of imagination be called a slump. What has 
happened there so far is nothing more than 
a readjustment which has come about after 
a boom of unprecedented dimensions and 
which has arisen out of the end of the re- 
stocking phase following the war. The level 
of American economic activity remains far 
and away higher than it was in prewar days. 
The fact is that we have passed on from a 
simple problem of ssdduattion to a problem 
of production with the overriding complica- 
tions implicit in the tradition to a “ buyers’ ” 
market. It is now our imperative need to 
adjust ourselves to this change in atmosphere 
in the markets of the world, bearing in mind 
that we have also to accept the drying up of 
Marshall Aid and the lengthening handicap 
imposed by rapidly increasing production and 
constantly improving productive efficiency 
abroad. 

Neither devaluation nor the “ consequential 
measures ” that are being taken or may have 
to be taken make any positive contribution 
towards this vitally urgent matter: both, 
though inevitable, are negative in conception 
and they can do no more than give a 
temporary breathing space which can be 
all too easily lost. If this were allowed to 
happen our situation would be incomparably 
worse than it was before. The immediate 
and continuing aim is as clear as it could 
be. It is, if I may put it in a homely way, 
to secure the giving of better value for money 
all round. That is the aim and it is impos- 
sible to be too emphatic about it. 


INCENTIVE 


But although the facts are becoming more 
widely understood there is no very strong 
evidence yet that a sense of danger has 
penetrated far into the general consciousness. 
Perhaps it is hardly surprising that this 
should be so and that the warning voices 
that are being increasingly raised should go 
so largely unheeded at a time when the truth 
has not fully revealed itself; when it is 
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relatively easy and profitable to sell goods 
in “soft” currency markets; when unem- 
ployment has to all appearances practically 
ceased to exist; when production continues 
to be much higher than it was before the 
war ; when there are shorter hours of work, 
higher wages and holidays with pay, and 
when we newly enjoy what are perhaps the 
most comprehensive social services in the 
world. 

It is all too clear that for these and other 
reasons it is not easy to press home the con- 
viction that the kind of individual action #0 
which we must look as the main solvent of 
the nation’s difficulties is really necessary ; 
that, without it, all the new-found gains may 
soon become nothing but a memory. There 
are hopeful signs that understanding is 
spreading more widely and plenty of evidence 
o show that in some conditions a great deal 
may be done by exhortation to bring the 
public mind to a realisation of the needs of 
the case. In so far as this can be done much 
may be accomplished and much saved. But 
encouragement of another sort is required 
as well to produce and sustain the national 
will to make the right policy effective. As 
much as anything else it is a matter of seeing 
that the steepness of the upward gradient is 
reduced so that the tendency will be 
stronger to move towards the goal. It is 
summed up in the word “ incentive.” 


GOVERNMENT EXPENDITURE 


I am convinced that the most effective 
single means of providing this necessary 
stimulus would be a significant reduction in 
the burden of taxation, which now discour- 
ages at all levels in the community the spirit 
that needs most to be fostered. The present 
rate of Government expenditure in relation 
to the national income with the resultant 
demand for revenue is one of the prime 
obstacles to recovery. It is directly con- 

ucive to inflation and is a serious threat to 
the whole future of this country. 


In underlining, as I wish to do, what I 
had to say a year ago on this subject, let 
me add that none of us can fail to realise 
how difficult a task is the process of retrench- 
ment. But the need to go a great deal 
further than has already been gone in this 
direction, as well as to hold fast to the 
principle of wise efficiency in administration 
to eliminate waste, is inescapable: the issue 
will have to be faced sooner or later. It is 
not a question of attacking the social services, 
but of producing a healthy and vigorous 
economy that will be able to support them 
and of preventing the alternative of a serious 
collapse in which they would inevitably suffer 
severely at a time when we would be in need 
of them most, 


SUGGESTED FURTHER BURDEN 


While I am on this general subject of taxa- 
tion, I wish to refer to a Suggesti on I ha 
seen made that a further burden should . 
added to death duties and offset by some re- 
duction in taxes upon higher incomes and 
profits. I cannot think of anything more 
destructive of the kind of thrift and enter- 
prise that is in the best interests of economic 
progress than the confiscatory death duties 
that have to be borne already. They are so 
high as to strike at the roots of one of the 
most praiseworthy of human instincts and 
they are a direct inducement to improvidence 
and waste. They are thus inflationary in the 
same sense as are the heavy rates of current 
taxation, but in this respect they have per- 
haps greater emphasis, and they are a cause 
of financial embarrassment which is damag- 
ing not merely to the individual but to the 
national economy as well, 


It seems to me to be symptom atic of the 
unsound state of mind prevailing at the 
present time that a question like this could 

responsible 


be raised by any thoughtfu l andr 
person. It would, indeed, commend itself 
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as a sounder proposition that the burden of 
estate duty should be somewhat eased, not 
certainly in priority to a reduction in income 
iax and in company taxation, but, if need 
be, at some minor expense to the relief 
which ought to be given to meet the urgent 
need in that direction, 


LONG-TERM PROBLEM 


While we have so much in mind the im- 
mediate purpose of national policy, it is im- 
portant to realise that our preoccupations at 
ihe moment, grave though they be, concern 
the means of surmounting a present crisis 
which requires emergency action to be taken 
quickly. The larger underlying difficulty 
which will remain when the crisis is past is 
not one that can be expected to yield in a 
short time to any treatment, no matter how 
sensible and effective it may be, even if it 
were possible, which I believe it is not, for a 
complete cure to be worked out in advance. 
We should be wise to think rather in terms 
of perhaps a generation of progressive effort 
in company with other nations to remedy the 
state of unbalance in the world’s economy 
which has been growing up for many years 
and has been greatly emphasised by the de- 
struction and distortions of two wars. 

Our own troubles, and those of many other 
countries, are largely due to this state of 
affairs. This long-term problem is bound 
to make great demands upon our patience 
and resolution and it is impossible to rate 
too highly the value and importance in the 
iask that lies ahead of a wise education of the 
people of this country by those in authority, 
regardless of party political advantage. The 
greatest difficulty arises from the position vis- 
a-vis the United States, whose economic pre- 
ponderance has become so overwhelming and 
whose creditor status has a background so 
fundamentally different from that of the 
United Kingdom in the nineteenth century. 

America’s industrial power is enormous, 
her deficiencies relatively small and her 
tradition protectionist. In trading, her 
natural concern is not so much to satisfy 
her needs as to find markets for her sur- 
pluses both primary and manufactured in 
order to maintain the tempo of her economic 
} fe, 


ESSENTIALS FOR SOUND WORLD FCONOMY 


It is these undoubted facts, considered with 
the stringency that afflicts most of the other 
countries in the world, that give point to 
he view that one of the things most needful 
for the eventual restoration of a sound world 
economy is a strong revival of international 
lending in which the circumstances, as well 
as the interests of all concerned, calli for the 
United States to take the Icading part. This 
s in its essence a long-term question. Some- 
thing has been done and more is in con- 
templation, but conditions have yet to favou 
the free flow of venture capital seeking an 
equity interest that one has so much in mind 
in thinking of international lending. ‘The 
habit of private capital to move freely across 
the world has been moribund for a very long 
time, and it is possible that we should remind 
ourselves that investment of this sort is bene- 
ficial only in so far as it is calculated to bring 
advantage to both borrower and lender. 


Past experience in this field shows how 
easy it is for ill-considered lending to do 
serious harm to both parties and most of us 
will remember that the virtual extinction 
of international investment after 1929, which 
had incalculable consequences for the whole 
world, was not unconnected with the char- 
acter of the lending and the borrowing that 
preceded it. It is very important indeed 
that this experience should be well remem- 
bered and its implications kept freshly in 
mind for the future: it is very important 
Not only that the flow of capital should be 
soundly and carefully based, but that it 


heuld be properly adventurous. 


I mean by this that it must have enough 
heart in it to withstand the inevitable share 
of disappointment and failure that is the lot 
of capital investment of whatever kind and 
in whatever place, whether at home or 
abroad. Investment on the scale and of the 
nature required can hardly be expected to 
develop unless the prospects are such as to 
attract it. Before this can happen there 
must be clear evidence that policies which 
give reasonable promise for the future of 
individual national economies have been 
firmly adopted. 








ALEXANDERS DISCOUNT 
COMPANY LIMITED 


RESULTS GENERALLY SATISFACTORY 
SUBSTANTIAL INCREASE OF BUSINESS 
LORD COLGRAIN’S STATEMENT 


The eighty-second annual general meeting 
of Alexanders Discount Company Limited 
will be held at the registered offices of the 
company, 24, Lombard Street, London, 
E.C., on Wednesday, February 8th. 


The following is the statement by the 
chairman, the Rt. Hon. Lord Colgrain, which 
has been circulated with the report and ac- 
counts for the year ended December 31, 
1949 : — 


The accounts for the year 1949 which 
have been submitted to you will, I hope, be 
considered generally satisfactory. Perhaps 
the past year will be remembered as one 
during which continual international confer- 
ences were held towards the rehabilitation of 
Europe west of the iron curtain, while at 
home a general atmosphere of unrest de- 
veloped indicating political instability and 
public insecurity. This became most pro- 
nounced during the autumn so far as finan- 
cial matters were concerned, with the result 
that what may be fairly described as a serious 
fall took place in the value of British Gov- 
ernment securities, which was only checked 
by the intervention of the Government 
broker acting on behalf of the Treasury. 

In the business with which we are directly 
concerned as a discount company, the two 
main considerations which affect us are the 
price at which we can borrow money and the 
value of short dated Government securities. 
The rate for short money has remained un- 
changed throughout the year and, if one may 
hazard an opinion from general appearances, 
it looks as if the authorities intend to main- 
tain this position. The situation in short 
dated Government securities has not been 
maintained in a similar manner ; there have 
been considerable fluctuations during the 
course of the year with the result that, while 
there has been a slight appreciation in the 
price of the shortest dated bonds compared 
with a vear ago, the longer dated bonds are 
distinctly lower. There is nothing in any way 
unusual! or artificial in this change because 
the value of money, broadly speaking, has 
definitely risen with the inevitable result that 
the vield of long dated Government securi- 
ties is now on a 3} per cent. rather than a 
3 per cent. basis, while industrial shares give 
a proportionately higher yield. ‘The prospects 
in the immediate future cannot fail to be 
uncertain in view of the general election due 
to take place next month ; it is, therefore, a 
time for exercising the utmost caution. 


BILL PORTFOLIO LARGER 


The balance sheet figures are set out in 


the same form as in the previous year, and it 
will be seen that the total volume of business 
transacted shows a substantial increase. The 
} 1 . e+ y lle, t a | +- 
noiding of securities 1s smaller, thus indicat 


ing the caution wt 1 a think 
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Gesirable under existing conditions to which 
] have already alluded, while, on the other 
hand, the bill portfolio is considerably larger. 
This is due to the increased amount of 
‘Treasury bills offered weekly during the last 
few months as against a reduction in the total 
of Treasury deposit receipts. The daily deal- 
ing in Treasury bills constitutes the major 
part of our monetary operations so that we 
ire glad to have had the opportunity of par- 
ucipaung in the bigger figures, in addition to 
which the rates at which the Treasury bills 
have been available are slightly more favour- 
able than those prevailing a year ago. ‘The 
total of commercial biils under rediscount is 
£.5.398,092 compared with £7,168,160 for 
194%. 

The profit and Joss account is presented in 
the usual form. It will be noted that the 
expenses show only a small increase, which 
indicates careful management in view of the 
rise that has taken place during the course of 
the year in the cost of living and in all 
charges. The net profit is £150,400 com- 
pared with £175,464 in 1948, while the 
amount carried forward to the new year is 
4,409,000, being an increase of £28,300 over 
the figures shown a year ago of £380,700. 


TAXATION BURDEN 


When considering the result as stated in 
the profit and loss account, the ever increas- 
ing burden of taxation should be borne in 
mind and in this connection it will be re- 
membered that after devaluation the Chan- 
cellor of the Exchequer announced a further 
increase in the amount to be levied under 
the distributed profits tax. All taxation is 
charged to profit and loss account before 
arriving at the gross profit for the year. 

In conclusion it gives me great pleasure 
to place on record once again my recognition 
of the untiring efforts both of the manage- 
ment and the staff throughout a year that has 
not been free from difficulty. 


KILLINGHALL (RUBBER) 
DEVELOPMENT 
SYNDICATE 
BIGGER DIVIDEND: A PROBABLE 
INTERIM 


The fortieth annual general meeting of 
Killinghall (Rubber) Development Syndicate, 
Limited, was held on January 12th at the 
registered offices, Asia House, 32, Lime 
Sirect, E.C.3, 


Mr Jack Addinsell, the chairman, after 
paying tribute to the work of the staff in 


Malaya under difficult conditions, said :— 


The results from rubber, after credits for 
interest, etc., and ig head cffice 
expenses, fell from £5,096 to £3,063. There 
are three primary causes: that owing to 
abnormal rains the year’s crop fell off by 
49,000 lb.; increases in pay to the labour 
force ; and a decline in the average net price 
received. 


chargir 


After charging 1.360 spent on rehabilit 


tion there remains £1,703, but we had the 
benefit of one year’s cperations by Killinghall 
Tin, Limited, resulting in £18,973 of til 
The balance brought forward ame 
£17,909. It was nece to make provision 
for taxation of £12,232 and it was considered 
advisable to build up the replanting reserve 
by £3,000. 


ite, 


suNnied ti 


Last vear a dividend of 10 per cent. was 
paid, and your directors feel justified in pro- 
posing that the distribution be increased to 
25 per cent. This will leave £16,134 to be 
carried forward. 


Our immediate prospect e favourable 
nd I am hopeful 1! efore the close of the 
ear on June 30th next your board 1] « 

bee ble to resun 1 payme of 

fi a } Pre Cc 








DISTRICT BANK LIMITED 


RECORD FIGURE OF DEPOSTTS—£23,08,000 


OBSCURE ECONOMIC OUTLOOK 


NEED FOR INCREASE 


IN DOLLAR EXPORTS 


SIR THOMAS D. BARLOW’S STATEMENT 


. Thomas D. Barlow, 
GB.E., has circulated, with the report and 
accounts, the following statement to (the 
shareholders of District Bank Limited, prior 
to the 120th annual general meeting to be 
held on February 10th at the Head Office, 
S! wing Gardens, aneee —— 

It is with great regret that I have to record 
losses which the Bank has sustained through 
the death in -August last of Mr C. W. 
Beswick and in October of Mr. W. F. 
Lonsdale. 

Mr. Beswick was a director of the County 
Bank and on the amalgamation with that 
bank in 1935 he joined our board. He was 
greatly esteemed by his colleagues for the 
valuable services he gave so unsparingly. 

Mr Lonsdale, who had been chief general 
manager since 1945, will be much missed by 
ili who came into contact with him. He 
made many friends for himself and for the 
Bank, and his untimely death is felt as a 
personal loss by each member of the Board 
and by the staff. 

Amongst changes 1n the Bank’s aes 
executive officers I have to report that Mr S. 
Higgint yottom and Mr D. F. Pollard, 
formerly joint general managers, have been 
ippointed chief general managers, ad Mr 
A. Dunn and Mr F. A. Rushton, previous!) y 
assistant general managers, have been 
appointed joint general managers. 


The Chairman, Sir 


STATEMENT OF ACCOUNTS 
From the balance sheet you will see that 
deposits have increased by £5,700,000 and 
now stand at a record figure of £231,000,000. 


To the extent that they reflect a growth in 
our business these figures are very satis- 
factory. On the other hand, the fact that 


yanking deposits as a whole still remain at a 
yh level is an indication that the countr 
is not showing the measure of disinflation 
which has long been regarded as necessary 

for economic recovery. 

With larger resources at our disposal we 
have made some changes in the distribution 
assets. ‘To maintain the customary 
ratio our cash has been increased and, in 
order to preserve a high degree of liquidity, 
this item is supplemented by more money 
it call and short notice and also by bills of 
exchange. The latter are mostly treasury 
bills and these have been increased largely 
through funds released on the initiative of 
the Government from Treasury deposit re- 
tis to be hoped that Treasury deposit 
receipts will run at a lower level so as to 
permit a greater degree of flexibility in the 
banking system. 

Arising out of these variations our short 
issets of £88,400,000 represent 38.2 per cent. 
our habilities to depositors and, with 
treasury deposit receipts, amount to 
£119,000,000. 


x Our 


ceipts. 


INVESTMENTS 

Our investments show an increase of over 
£3,000,000 and it will be of interest to share- 
holders to know that a high percentage of 
our holdings in British Government Securi- 
ties is repayable in the next few years and 
most of the remainder at fixed dates. The 
market value of our investments at December 
31st last was in excess of the figure shown in 
the balance sheet 

At a time when the national economy is 
subject to so many stresses and strains it is 
reassuring thar inflationary trends are nor 
reticcted in any sharp upward movement in 


. 
yur advances. Ind 





matt necrease 

ndicates that, in the nation imterest, the 
ticld of lendine rema.ns much restricted. 

[Increased working costs, fising prices, 


bottlenecks in production, capital expenditure 
and heavy taxation, al! create a need for 
borrowing when business is moving along 
steadily. But when, twelve 
months, it has been expanding, banking 
accommodation is even more urgently re- 
quired. Any restriction of credit facilities, 
therefore, cannot but entail disappointment 
to many whose projects, though financiaily 
sound and beneficial to the community in 
normal times, are yet ruled out by the Chan- 
cellor’s “ directive” because they are of an 
inflanonary character. Indeed the attendant 
difficulues of the present situation greatly 





as over the past 


complicate lending policy. Although the 
many restrictions now imposed obvicusly 
limit the volume of our advances, certain 


temporary borrcwings help to maintain our 
figures. Today some customers need accom- 
modation pending the raising of new capital, 
whilst others need assistance until such time 
as they can decide whether their present 
volume of business will prove lasting enough 
to justify such a step. 

Our lendings continue to be well spread, 
and the figures revealed by our usual analvsis 
do not call for any special comment, except 
that I should like to point out that advances 
for farming are running at a higher level, 
an indication that, as in the past, we are 
assisting this industry to carry out the 
Government’s agricultural policy. 

The remaining item, liabilities of cus- 
tomers for acceptances, confirmed credits and 
other obligations, is closely related to the 
work of cur foreign department. In addi- 
tion to the normal activities associated with 
Exchange Control, this department has been 
called upon to resolve many problems arising 
out of the devaluaticn of sterling and other 
currencies. A particular feature of its 
expanding business is the increase in the 
volume and value of foreign bills for collec- 
tion which, owing to the transition from a 
sellers’ to a buyers’ market, are again tending 
to replace the export credit as a means of 
financing overseas trade. ‘Through its infor- 
mation service, the department continues to 
foster the development of exports and _ its 
recently published eighth edition of the 
“Digest of the U.K. Exchange Regulations ” 
has been much in demand. 

The business of the trustee department 
continues to expand as the services rendered 
become more widely appreciated. Recently, 
in order to provide more commodious 
premises, the trustee branch at Old Bond 
Street, London, has been transferred to our 
City Office in Cornhill. The department, 
however, still maintains an office in the West 
End for the convenience of clients. 


YEAR'S PROFIT 


The net profit for the year, 
the usual provisions, is £504,880. This figure 
may be considered satisfactory when allow- 
ance is made for the burden of taxation and 
increasing costs. With the amount brought 
forward there is for disposal £798,896 and, 
as mentioned in the report, we have, as in 
the previous year, allocated £200,000 to our 
general reserve. After providing for the 
dividend at the same rate as last vear there 
remains £313,255 to be carried forward. It 
will be observed from the accounts that the 
bank’s contcibution ta the pension fund has 


after making 
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this year been made before arriving at the 
met profit, and it is proposed to deal 
similarly with this item in future. 


DOMESTIC AFFAIRS 


Ir is the policy of the bank to expand 
adding to its network of branches, but, 
owing to restrictions during postwar yescs, 
progress has necessarily been slow. How- 
ever, plans are now far enough advanced tr 
me to suy that within the next few month, 
branches will be opened in Oxford Street, 
London, and in Tunbridge Wells. 

Last September the Institute of Bankers 
held, for the second year in succession, an 
Iniernational Summer School at Chris 
Church, Oxford. This was again very well 
attended, and those of our officials who took 
part much enjoyed the excellent lectures and 
discussions as well as the oppcrtunity ot 
meeting the many representatives who came 
from overseas. 

The spirit of co-operation throughout the 
bank has been greatly helped by the regulac 
consultations concerning staff conditions and 
welfare which have taken place during the 
year between the management and the Staif 
Association. As we like to know our staif 
individually, the general managers have 
continued their visits to our branches, and in 
this wav they have been able to discuss loca 
conditicns with our officials. We have alss 
been much pleased with the success of the 
managers’ conferences which we have 
arranged from time to time and with the 
good results achieved by the courses held 
during the year at head office for senior m 
of managerial or official status. Not on! 
have those who attended been able to gai 
an insight into policy and to benefit from 


the pooling of experience and specialist 
knowledge, but they have also had the 


opportunity of discussing the various aspects 
of their work and the attendant problems. 

Before turning to matters of national 
interest I should like to say a word in praise 
of the staff. Policy is worthless withou 
the loyal support of those upon whom irs 
execution falls It is, therefore, with reat 
pleasure that once again I express my thank 
to them for all the hard work they hav 
performed and for their efficiency and willia 
service during the past year, 


use Oo 


NEED FOR DISINELATION 


‘It is difficult to believe that after four years 
of peace the economic outlook could) stilt 
remain so obscure. The war and its aftec- 
math may be the primary causes of world 
difficulties, but this does not absolve us from 
the responsibility of making adjustments to 
remedy our own internal position. We 
alone can and must tackle the job. 

There is no easy way out. We now hive 
to make more available if we are to rectify 
our balance of payments: in short, more for 
export and particularly for dollar countries. 
We must also consume less. It is, how- 
ever, to monetary policy that we must look 
for the major part of these adjustmenrs 
Government expenditure remains too high; 
consequently we are still burdened by 
unduly heavy taxation. By using the pro- 
ceeds of taxation to finence varied and 
avoidable forms of expenditure, rather than 
to curb spending, we tend to hamper pro- 
duction while we fail to reduce consumption 

Indeed there is growing activity in the 
home market where any increase in supplies 
is offset by increased buying. To some 
extent this is due to repeated warnings of 
higher prices and shortages in the future 
The position is the more serious ome | if 
appears that present spendings are makii 
inreads into savings. That these should now 
decline means that, despite the opportunity 
offered by full employment, the nation is 
losing the habit of thrift which has stood it 
in such good stead in the past. The per- 
sistent decline in savings is only anorhe 
indication of instability and that fear of ‘he 
future which encourages spending. Ali this 
points to inflation, with its adverse effect on 
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iniliative and efficiency, as the root of most 
troubles. 
Devaluation 


inv 
Coninys. 


of ourx 
was evidence of our short- 
It was an adjustment intended to 
fy the effects of the inflaticnary policy 
10 which we had resorted to avoid unemploy- 
ment. Its inspiration has doubtless been 
derived from the Keynesian hypothesis 
which has been converted into an immutable 
and infallible law by his disciples. They 
forget that Lord Keynes was propounding a 
policy which was to be operated in a period 
of imperfect employment. It was hoped that 
by cheapening the pound we had found a 
comfortable way of wiping out our past 
c:rors. But experience will teach us that 
ve Shall not escape future unemployment 
through inflation but rather through realistic 
disinflation, involving effective economies in 
capital investment and current expenditure 
in order to check domestic consumption, 
reduce controls, restore freedom to prices, 
and so raise efficiency and output. This is 
ihe way to make exports more plentiful and 
more competitive as to price in these markets 
where it is most important that they should 
sell readily: here also is the way in which, 
m the long run, our country can most 
effectively protect itself against unemploy- 
meni. 


} 
sii 


DOLLAR FARNINGS AND DOLLAR SAVINGS 


We cannot afford to be satisfied with the 
present output or volume of exports. 
Admittedly figures have been produced to 
show that the recent economy cuts may, by 
their effect on consumption, make our dollar 
positon “just manageable.” But there is 
n@ margin to spare, and what has been 
achieved has been done with Marshall Aid. 
With world trade at its present level, and 
perticularly with the buoyancy of American 
business, we require more than a carefully 
edyusted balance. We need to add sub- 
stantially to our slender gold and dollar 
reserves. We cannot, therefore, afford to be 
complacent about the recent additions since, 
however gratifying these may be, they are to 

Jarge extent due to exceptional and non- 
recurrent factors. If we fail tc build up our 
reserves now, what will happen should an 
cconomic depression descend upon us ? 

With these thoughts in mind it seems 
pointless to argue as to where our weakness 
ies, whether in production, salesmanship or 
rriee. It may well be that all three are at 
fault, and much time will therefore be needed 
10 build up dollar exports. To ensure that 
ihis is done with the minimum of delay, 
ould it not be practical to think in terms 
ef incentives, as without them there is little 
encouragement to venture into dollar markets 
vith the possibility of unprofitable business 
added to other attendant risks 2? Rewards 
thould be highest when risks are greatest, 
and here something can be done for exporters 
without violating the doctrine of “fair 
shares ” for the workers. 

Whilst on the subject of incentives, the 
General Council of the T.U.C. should be 
wermly commended for the scheme they 
have recently put forward, and indeed for 
iheir whole treatment of the difficult 
Ticblem of wages. Bonus incentives for 
hard work and increased productivity would 
reward the employee with higher income and 
the emplover with lower costs. Incidentally, 
however, it may be suggested that the 
Council’s complaint of swollen industrial 
profiis takes no account of the effect of 
Mflation which, in producing continucusly 
ising prices, results in large profits onlv so 
ong as a high level of demand is sustained. 
i the inflationary process is arrested, these 
Profits will quickly diminish, and any firm 
which does not meanwhile plough back the 
eater part of what remains after payment 
taxes will soon regret its imprudence. It 
must, moreover, be added that incentives. 
iewever admirable their motive. cannot in 
hemselves be sufficiently effective in present 

icCumsiances. In anv ¢ thev are an 


“acknowledgment of a domestic economy over- 


ase 


strained by inflation and incapable of shiftung 
manpower, production and selling effort. In 
the expansion of doilar exports disincentives 
can play an indirect yet important part. The 
less “attractive our sales at home and in soft 
currency markets become, the greater the 
strmulus to explore dollar markets. Should 
we not also curtail the volume of debt settle- 
ment exports, the result of our all too liberal 
repayment of accumulated sterling balances? 

Even if we meet with an_ unexpected 
measure of success in our endeavours to in- 
crease dollar exports, we should realise that 
increased dollar earnings alone are unlikely to 
bridge the dollar gap. To do this it would 
also seem that we shall be forced to give con- 
tinued attention to dollar savings Indeed it 
is becoming increasingly clear that a curtail- 
ment of dollar imports, though admittedly re- 
grettable, is likely to play an important part 
in rescuing the sterling area as a whole from 
its balance of payments difficulties. As far as 
Britain is concerned, disinflation should go 
some way towards reducing our intake from 
hard currency countries, but in addition we 
must constantly review the position of the 
agricultural industry, for its capacity to save 
dollars is unrivalled, to say nothing of the 
desirability of increasing the rural relative 
to the urban population. 


COTTON TRADE DIFFICULTIES 


Devaluation has placed fresh responsibili- 
tuies—particularly in regard to exports—on 
the cotton industry. Although benefits have 
accrued to some producers it is difficult to 
believe that they will be maintained for long. 

In the meantime there are sull many com- 
plaints as to the quality and selection of the 
various growths available, but this is doubt- 
less due more to the scarcity of dollars than 
to any shortcomings on the part of the Raw 
Cotton Commission. The cover scheme 
which the Commission has recently intro- 
duced will te, it is hoped, of substantial 
assistance to the trade. 

There been an improvement in re- 
cruitment of operatives and agreement has 
been reached as to a more scientific method 
of calculating wages in the weaving section. 
New machinery is, however, very expensive 
and the question of its acquisition must fre- 
quently provoke much searching of heart. 
Prices of many fabrics are unduly high and 
it is to be hoped that their producers will 
keep in mind the importance of exercising 
restraint in their quotations if they wish to 
sell competitively abroad. At the same time 
it must be recognised that the current prices 
of manv utilitv fabrics. which form a large 
part of the production for the home market, 
are extremely unremunerative to all sections 
of the industry. 


has 


At the present time a large quantity of grey 
cloth is being imported into this country 
from Japan for re-export in printed form to 
certain colonial markets. Already delivery 
of cloth from the printers is very much re- 
tarded and the import of more Japanese cloth 
may increase the period of delay sull further. 
On the other hand Lancashire scems at 
present to be incapable of making good the 
grave deficiency of grey cloth, although for 
colonial markets cheap prints are essential. 
But whatever circumstances justify these 
transactions it is difficult, in the light of the 
inter-war years, to regard competition from 
Japan with anything but anxiety. 

Allowing for she increased domestic pro- 
duction of other countries. it would seem that 
world consumption is, in the long run, un- 
likely to lead to any big increase in export 
demand. In itself this is serious for Lanca- 
shire, but the matter does not end there since, 
as time goes on. we shall kave to face more 
and increasingly keen competitors in markets 


abroad. For these reasons the industrv must 
persevere in every wav to increase its 
efhc'encv and the good endeavours cf those 
who have been hard at work during the veer 


vr 


imtererts musi be recognised. 
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HAWKER SIDDELEY 
GROUP, LIMITED 
SUCCESSFUL OPERATIONS 


The fourteenth ordinary general meeting 
of Hawker Siddeley Group, Limited, was 
held on January 18 in London. 

Mr Yhomas O. M. Sopwith, C.B-F., 
F.R.Ae.S. (the chairman), in the course of 
his speech, said: Once again I have the 
pleasure to report a vear of successtul 
operations. Our efforts in the export field 
have been particularly successful and have 
accounted for a substantial proportion of the 
increased trading profits. 

In recommending a final dividend of 17} 
per cent., making a total of 32) per cent., 
less tax, your directors have had in mind 
the request of the Chancellor of the Ex- 
chequer regarding dividend limitation. 

This has indeed been a notable year for 
the British civil aircraft industry, which, with 
its jet and turbo propeller airliners, shows 
promise of regaining world supremacy. We 
have played our part in this. Since 


our 
last meeting the Armstrong Whitworth 
“Apollo” and the A. V. Roe Canada 


“Jetliner” have completed many hours of 
test and demonstration flying. 


MILITARY AIRCRAFT 


The Gloster “ Meteor ” is stil] holding its 
— in the forefront of the world’s jet 

ghters and shows every indication of doing 
so for some time to come. It is giving good 
service in five countries. A new and faster 
model, the Mark 8 “ Meteor,” is now in full 
production for the Royal Air Force. Men- 
tion must also be made of the “ Meteor 7” 
Trainer, the only two-seater jet trainer in 
production outside America. Hawker Ajir- 
craft Limited still have the “Fury” and 
“Sea Fury” fighters in production, and an 
order has been received from the Rovel 
Navy for the “ Sea Hawk.” Research con- 
tinues with their P.1052 swept-back wing 
experimental aircraft. 

Last year I referred to the intensive pro- 
gramme of research and development in 
which the engine division was engaged. This 
work continues at the same hich Jevel of 
activity and with satisfactory progress. The 
“Mamba” engine has been developed to 
higher powers, and is incorporated in proto- 
types of four aircraft. The “Double 
Mamba,” the first engine of its type in the 
world, has been produced, and is fiving in 
a new Naval reconnaissance machine. 
“Python” engine development continues 
and series production has commenced. 
type having been adopted to power a Nav: 
strike aircraft. Work is also proceeding « 
a pure jet engine, the “ Sapphire.” 

A. W. Hawksley, Limited, have been 
given authority from the Ministry of Health 
to make another three thousand houses for 
this country. 





A NEW CAR 

During the past year, Armstrong Siddeley 
Motors have introduced a new 18 hp. car 
with a much improved performance. This 
model was made available for the home 
market in September last. A special design 
of body on the 18 h.p. chassis has also been 
introduced for the overseas market and has 
been very favourably received, particularly 
in Australia, Rhodesia and South America. 

Our export order book covers various 
types of aircraft, including Meteors, Lin- 
colns. Lancasters, Ansons, Tempests and 
Furys, and in addition motor-cars, houses 
and Diesel engines. Meteors are also being 
manufactured under licence in Hol’aid for 
the Netherlands and Belgian Air Forces. I 
should emphasise that the 1948-9 profits 
reflect the outcome of exceptional circum- 
stances in export markets. Competnon is 
becoming keener in these markets. and we 
cannot Jock fer such good results next veur 
The report was adopted. 
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Investment Statistics 


» 999 


£357,272 to £332,143 in the year to August . . 
Company Notes fi, 1949. Nex profi amounted. to. £133,354 Capital Issues 
° (f. 146,007 The dividend of 175 per cent 


English Electric.—Lists will open and 
close January 24th for the offer for sale of 
£3,000,000 4 per cent debenture stock re- 
deemabie 1965-85 at 99 per cent. Ordinary 


F. W. Woolworth. —Net profic for 1949 is unch inged. Net current assets 
yumounted to £5,020,060 compar i with £5593! » £472,231) at the year-en 1. 
87,247 2 ( Tha tal distributior 
j 4,487, 4 in 1945. The . ee7 aisitl uli “* Broom and Wade. -Ne -t profit increas sed 
vi > Dsorvoing £,00/ SU0—1 n- <¢ ~ s : 4 , 
mat Sie. PERE BOEING. AS Sy fro £259,867 to £305,631 in the year stockholders registered before January 14, 


Th lude 1 dividend : in ra ce a ; 
changed. This includes a final divigend Of ended September 30, 1949. The dividend 1950, are to be offered 589,789 £1 Ordinary 
273 per cent on the ordinary capital as 1n- of 22 ¢ 











ib 100 bonu 22, per cent for the year is repeated. shares at 35s. each in the proportion of one 
creasec y the \ per cent ius. ya . : ae te es far every - F relive Teed td 
Appropriations to reserves are the same as British Tin Investment Corporation.— Thi pov tag il ties eames se a 
for 1948—£500,000 to development reserve, Provisional net profit’ increased from eatin Te cee , i 
£73,000 to general reserve and £200,000 £116,716 to £193,750 in 1949. The dis- thers. . 
for pensions. Carry forward is down from tribution has been raised from 10 per cent Ultramar.-— Meetings of the company 
£8,302,032 to £1,286.073 reflecting the to 163 per cent for the year. have approved the scheme whereby 
capitalisation of £7,500,000 by way of the Bignells.—Profit before taxation declined panene a am - me ~ omer 
bonus issue. from £66,298 to £41,395 in the year to aie eit yr ie a ag issue of 
November 27, 1949. The year’s dividend ‘@rporat : F 
Steel Company of Wales.—Trading profit has been reduced from 27! ee eaiae a oF £750,000 convertible debentures to ua- 
increased from 41,488,278 to £2,113,865 in Dee cons er ‘2 secured loan and ordinary stockholders at 
the year to October 1, 1949. Amount car- P : ; ; par. 
ried to appropriation account was £940,576 Ley’s Foundries and Engineering.—Con- E. Pollard.—It is proposed to issue 
(606,858). The ordinary dividend of 4 per solidated trading profit increased from P , prop to issue 


Preller ‘< i r > ae 
cent (same) will require £268,093 net; after £442,526 to £521,089 in the year to Sep- ee ee a 
bringing in £321,572 from the previous year tember 30, 1949. The dividend of 11 per a aaa held prope 
a balance of £994,055 remains to be carried Cent for the year is unchanged. Net current oy <v aem. 


forerard assets at September 30, 1949, were Edward Grey.—Application has been 
: . — h £1,256,732 (1,129,473). made to deal in Birmingham in the 316,395 
Fisons.—-Group trading profit for the . er cent cumulative £1 preference shares 
year to June “20 1949, ae to Webbs (Aberheeg).—Group profit for > ot cmt comme ke : oe 
{1,163,039 (£1,317.374) and net profit to Year to September 30, 1949, amounted to 1 : 
wy * / aa : 5 72 le« han 947 4 } . , 
£222,639 (£223,167). A final dividend of 4169.415, £31,733 less than in 1947-48. As New Issue Prices 
9! per cent making 12 per cent for the year already anaounced, the dividend has been — a 
(Came) on the old ordinary capital and a Cut from 40 per cent to 30 per cent. “a — P cag % 
dividend of 2} per cent on the ordinary stock Packing Materials Association.—Group (a) | 1950 | 
issued in 1949 are recommended. trading profit increased from £157,195 to ia tal tai alles - — : 
: ' . , 191,771 and net profit from £63,033 to feo ne loony 95/3, 
c Holdings.— f eee : res Booker Bros...........+.-2-+-| 22/0 24/9—25/5 
a er ar ee £802 = to £80,105 in the year to September 30, 1949. Braby, F..... ands 5/6 42/0—-42/6 
(7 36.814 in t a ae September 30) 1949 The distribution of 20 per cent for the year Britton, Mitchell, Pref 20/74° 20 ; a 
6 in the I er 30, ie a Burgess & Ledy ! 1/3 20/9—2 
: is unchanged. a OD /% 21 ‘ 
Nt et profit rose from £20 19,594 to £241,261. ~oSte ee . ‘ Do. Pre oe 22/3% 21/92/35 
The distribution of 15 per cent for the year Uister Spinning.—Trading profit fell Carpet Man-Loan (£50 paid)....| 105 | | $—lemn ' 
is repeated. Net current assets at September from £108,302 to £59,377 in fhe year tO (Cojiins (itoldins.” Ord... 5 | 27/4}—27/105 
30, 1949, were £1,414,443 (£1,398, 345), October 31, 1949. The dividend has been Do. 5%, Pref. ........- 21/0 | 22/1)—22/7h 
a ut from 80 per cent to 35 per ce Drayton Reg., 2/-......... 4/3% — 4/71$—4/105 
cut [rom ° per cent to per cent. D oon . 20/0 20/ 
Steward and _ Patteson.—Net profit ; Fee metre wees Ase © *S's ao ‘ . 
cna ee Ge Ne of ae Jar 34% (£19 paid)... 109 2—1$ d J 
declined from £106,252 to £91,825 in the W. and J. Martin —Net profit declined alcieiin inc ibe coo 109 1i—lt om ] 
year to November 5, 1949. A distribution —_ a ee ew the Bene to Marley Tile, Pref. “nea 99/0 Nil 1/05 pm 
of 15 per cent is recommended for the year ; ovember : 0 feo ’ he total Poo ibution Pin Mie alee -- «12+ +50 26/0 “ . 
( : or the year is equivalent to 35 per cent ? Z 
same). ° Radio Rentals, 5/- Dare 19/9 14 9-15/ Spm = 
on the capital as increased by the bonus ile cage Bini ry / 30 2 
. . : ; Tiley Lamp, Pref. ....cc.ce00. 20/5 20/ 5-—20/9 
Associated Motor Cycles.—Group trading issue, compared with that of 50 p 


per cent on 
profit of Associated Motor Cycles fell from the old capital for 1947-48. 


SECURITY PRICES AND YIELDS 


A tuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company reports 








appear in the Supplement: Associated Motor Cycles ; F. W. Woolworth. 
ii © } | N t Gro - | i i | In 
ere | ' Price, | Price, | Yield, Yield, Prices |} Last Two ' Price, | Price, Yield, 
Year 1949 Name of Security Jan. 11,/Jan. 18,) Jan. 18, Jan. 18, Year 1949 «| ~— Dividends Name of Security | Jan. 1}, | Jan. 18,) Jan. 1, Pe 
» 1950 | 1950 1950 1950 a 1950 1950 | 1950 
High | Low nt) High Low la b) (e) Ot 
ritish un £s. d.| £ 8.d 
101% ©1004, War Bonds 2)% Aug. L 1949-51! 10l& | 101,010 9;1:22 8! % % Other Securities | | { s. 42 
100% | 99) | F:xch. Bonds 14% Feb. 15, 1950| 1004 | 1004 . |0 8 &8{ 1069 | 3 | @ (é) |\Australia 3}% 1965-69..... %pxd 9% 10 04 ie 
10244 995 War Bonds 24% Mar. 1, 1951- 53); 101 | 101*® 014 63,119 8&2} 103 | 91 | (d) { (d) Birmingham 2}% 1955-57..! 99 2 16 Qo} -_ 
1034 99} War Bond Be Mie er ety 00 | li” j|1 01 | aS TV of | oh 50 ¢ 50 ¢ \Anglo-American Corp., 10/-. 1 ; 360 Te 
: ?xchequer Bonds 12% Astd. . .! 6 25 b 5 a 'Anglo-Iranian Oil, f1....... 6 15 0 
100k | 199 4 Jiexch. Stk. 24% Feb. 13, 1955..| 200m) 100k | 12 4 5}2 4 5] go, ey: | 10 6| 5 a@ \Assoc. Electrical, Ord. f1...!! 70/- | 10) 13 i) St 
103% 98% | War Bonds 24% / Aug. 15,1954-56 100}xd 100fxd 1 6 3 13 7 51] 32/6 | 69/6 224c¢! Tha \Assoc. Port.Cem.,Ord.Stk./1, 77/6 | 74/- |6 1 6 1 
104% 99 (Funding 23% June 15, 1952-57. | 101g | 101g | 2 6 58) 211 42) 33/10) cig 40 ¢} 40 c¢ Austin Motor, Ord.Stk.5/-...), 18/6 ; 17/9 | 710 ie ' 
105% 99} |!Nat. Def. 3°, July 15, 1954-58.|| 1028xd 1024 1 6 6,213 21) 81/- | 65 7 @| 7 6 \Barclays Bank, Ord. ‘B’ £1..) _68/- 66 /exd 44 $3 | 
1067, | 100 War Loan 3% Oct. 15, 1955-59.) 10 | 103 1 7 4) 2 14 101/181/9 (126/ : | +5 a) t19 b Bass Ratcliff, Ord. {1...... 133/9 30/- | 3.13 10t © 
104 94% | Sav. Bonds 3°% Aug. 15, 1955 | Q74xd) 974x117 0/3 4 411104743 | 89/- | 12 6| | 8 @ British Oxygen, Ord ac 91/6 | 91/- |4 70 Pa 
102% | 94% |/Funding 24% April 15, 1956-61.'| 98% | 98% | 110 8/214 OJ} 38/9 | 32/- 5 b| 2 a@ ‘Courtaulds, Ord. f{1........ , 34/9 | 35/- | 4 6 % 
1044 | 92 Funding 3% April 15, 1959-69. .!' 96; | 95$ | 1 18 10 13 7 38 Al 15/9 | 20 b > @ |Distillers Co., Ord. 17/3 xd) 17/- | 4 b m 
115$ | 1012) | Funding 4% May 1, 1960.50. | 106 105 | 11310 > 3 9 10e} 34/ 27/- 8 c| 8 ¢ \Dorman Long, Ord. f1..... | 31/9 31/3 | 8 { , 
103 914 Sav. Bonds 3% Sept. 1, 1960-70 95 95% 1/119 6 3 8 21) 77/- | 58/6 | 18 cl Ibe Dunlop Rubber, Ord. {1....}| 62/6 60/9 | 418 7 ] 
9943 88} |'Sav. Bonds 24% NN ay 1, 1964-67, 92 916 1119 513 3 6! oe | | 40/4 16\| 3a Imp. Chem. Ind., Ord. Stk. £1) 41/10}, 40/7) | 4 18 $ a 
1163 1044 ||Vict Bonds 4% Sept.1, 1920-76! 1084 | 107 | 11310,3 9 4*4)125/- 92/6 13¢a{| 18$6 Imperial Tol yacco, aes a oss 97/6 96/3 | 612 6 / 
103% 88} | Sav. Bonds 3 Aug. 15, 1965- nl 92xd | 9liyxd 2 1 4° 3 9 81] 47/3 | 27/3 10 c| 10 c\Lanes. Cotton, Ord. Stk. {1.|' 31/3xd) 31/3 |6 8 {3 
110% 984 |\Consols 4% (after Feb. i, 1957).|| 1008 | 100}xd 2 311 319 10/] 51/6 | 39/9 10 ¢ 10 ¢ Lever & Unilever, Ord. £4. 43/9 42/6 414 the 
"il 88} Conv. 3}°% (after Apr. 1, 1961), 92 92 | 2 2 1,317 Off 63/1g | 52/6 5 b 74a ‘London Brick, Ord. Stk. raul 60/- 60/- 43 : 
81 644 | Treas.Stk.24' (afterApr.1, 1975)! | 68 67} 2 010/314 8f] 53/6 | 31/9 1746 7¢@ |P’chin j’nson, Ord. Stk. 10/-)) 35/3 34/6 | 7 4 5 
100% 16% || Treas. Stk.3% (afterApr.$,1966) i} 81 | 81 | 2 1 0,314 11/] 52/3 | 41/6 46) 8a P&O, Det. Rs so sees 44/- 43/6 | 610 Cot 
1024 824, Redemp. Stk. 3% Oct. 1, 1986-96, 88h | 87h | 2 1 9 > 311 11) 34& | 27 |t77,¢ t77¢,¢ |Prudential, ‘A’ {1 ......... 2206| «630 «6201 At : 
104 874 | Warl.oan3}% (afterDec.1,1952), 91 | 90% | 2 210 318 Of] 57/9 | 51/3 | lake! 1be Stewarts & Lloyds, Def. £1.|| 53/8 | 52/6 | 415 $ 
81g | 65b liConsols 24%. ....c..ceceecee 69 68 | 2 0 0 | 312 10f] 78/1 | 57/6 | +5 6) t2ha |*Shell” Transpt.,Ord. Stk £1, 63/9 61/ 19 xd 2 8 Ot Pos 
103% | 894 ae: El. 3% Gd. Apr. 1, 1968-73) 9, } 938 |} 2 09;3 9 6 6H | SH | 1l2ga) 1256 \Tube Invst., Ord. Stk. £1. .}| 5% 14 610 EP 
105 | BBR Brit. 1:1. 5% Gd. Mar, 18, 1974-77, 924 | 924 | 2 1 2/ $10 31) 87/- | 69/- | ‘ 1146 | Turner & Newall, Ord. Stk. pi 13/6xd. 14/- \411 He: 
1w2 4% 844 =| Brit. Tpt. 5% Gd. July1, 1978-88, 87% | 87} 2210 312 64) 45/- | 38/1} 15 a, 27$b Woolworth (F. W.) , Ord. 5/-| 44/- 42/9 | 4 110s ( 
1054 | 89% ||Brit. Tpt.3°% Gd. Apr. 1, 1968-73) 938 | 934 |2 01113 9 81 i . 
1012 824 liBrit.GasGd. 3% May L, 1990-95 seh | oh 12 2 381322 ee a 
Kedemption yields are worked out on the assumption that all dated stocks will be ea . Thole ve ) raic veariv ume Ne 
repaid at latest date. Such yields are marked ‘1’. To this rule there is one exception (=) Interim - ie ) Wask » = (4) Int. paid halt-y arly. (4) Assumed War 
Funding 4 per cent) on which the yield is taken to earliest date and marked ‘e’. dividend 184% after capital bonus () To latest redemption date. + Vree of tax Fin; 
tn Net yields are calculated after allowing for tax at 9s. inf. (f) Mlat yield (m) Final dividend on increased capital. (mn) Yield basis 26§% after capital bonus 
Assumed average life 14 years 4 mouths. 
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THE ECONOMIST, January 21 1950 


Statistical Summary 


EXCHEQUER RETURNS 


For the week ended January 14, 1950, total 
ordinary revenue was £189,375,000, against 
ordinary oupeniiines of £41,076,000 and issues 
to sinking funds of £600,000. Thus, including 
sinking fund allocations of £13,380,000, the 
surplus accrued since April Ist is £181,405,000 
compared with £442,120,000 for the 
ponding period a year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


Xeceipts ito the 
Exchequer 


corres- 

















| (£ thousand) 

Esti- | 

Revenue | mate, Week | Week 
|1949-5 ended | ended 
| Jan. | Jan. 
| 15, 


| 14, 
1949 | 1950 






RDINARY 
REVENUE | 
Income Tax...... :149000 











105748 132339 
Sur-tax .........| 105,00 6,500 8,700 
Estate, etc., Duties | 176,00! 2,600 3,700 
EE ot ackasel 850 900 
Profits Tax .... 240 3,800 5,100 
OES csc sense ’ 2,100 400 
Other Inland Rev. | si 
SpecialContributn. | 300 
Total Inland Rev. '20855' 125983 151439 
COMMS. .... 00:0 15,502 13,716 
errr 6,500 6,700 





Total Customs & 


Excise ... 22,002) 20,416 


















Motor Duties 
Surplus War Stores 
Surplus Receipts 
from Trading. . | 
P O. (Net Receipts) 


31,640 
95,528 


24,564 


10,778 12,267 
4,222, ... 





19,738 4,000 





Wireless Licences. | 12,00) 1,755, 8,19 
Crown Lands.....| 1,00 660 54 
Keceipts from 
Sundry Loans... 20,000) 13,560 53 939 
Miscell. Receipts..| 80,000) 115,458 1,597 314 


Fotal Ord. Rev... 


SeLF-BALANCING 


Jost Office 159,6 2,400 2,500 
Income Tax on 

E.P.T. Refunds 5,7 189 152 
otal 394308( 


Issues out of the Exchequer 
to meet payments 
(£ thousand) 


Bsti- 







April | April | 
Expenditure | mate, 1 1 Week | Week 
11949-50) to to jended | ended 
| Jan. | Jan Jan Jan 
im | i, 1, 14, 


1949 1950 | 1949 | 1950 










RDINARY 
EXPENDITURE 























Int. & Man. of 

Nat. Debt 485,000 360,311 350,925 5,616 1,629 
Payinents to N.) 

Ireland. . 30,00 20,416 27,412 1,855 
Other Cons. Fund 

Services ....... 12,000 6,874 9,564 250 247 
Total 627,000 387,601 387,901] 7,721 1,876 





Supply Services . .|2802707}1892047 2108705] 60.700 39,200 





68,421 41,076 
40 600 


2279645 249660 
12,959 = 13,38¢ 


Total Ord. Expd..| 3329707 
Sinking Funds ... aoe 
Total (excl. Self- 

Bal. Expd.)....| 3329707 





68,461 41,676 


Se_r-BaLaNCING 


Post Office 189,630 117,300 124,100) 2,400 2,501 
Income Tax on 
£.P.T. Refunds 6,916 9,708 189 152 





After decreasing Exchequer balances by {1,596,318 to 
£3,936,005, the other operations for the week decreased 
the gross National Debt by £149,380,577 to £25.486 million 


NET RECEIPTS (f£ thousand) 


Cotton (Centralized Buying) Act, 1947, s. 21/3).... 7,500 
NET ISSUES (f thousand) 

Post Office and Telegraph Act, 1948.............. 575 

NMED 5 5G >< cai 0760.40.00 bv vied are 188 


(Financial Provisions) (Scotland) Act, 1946, 
s. 13(2) 





aati erie adi hana te acs Bhd ack eciaetesaceaciere 333 
Local Authorities Loans Act, 1945, s. 3(1)........ 2,900 
New Towns Act, 1946, s. 12(3) .......... ceases 232 
War Damage : War Damage Commission ........ 3,000 
Finance Acts, 1946 and 1947, Post-war Credits ... 188 

7,416 





CHANGES IN DEBT 


RECEIPTS 
Other Debt :— 


{ thousand) 
PAYMENTS 


Treasury Bills .. 47,927 
Internal ...... - 10,269 Nat. Savings Certs 350 
23% Det. Bonds... 6 
3% Def. Bonds. . 438 
Tax Reserve Certs. 23,828 
| Other Debt :— 
| External ..... 
| Wavs & Means Ad 
} vances ... 24,095 
Treasury Deposit 
Receipts .. €3,000 
10,269 159,649 


FLOATING DEBT 


(4 million 


Ways an 
Means 
Advance- 


Treasury 

Bills 

Date ; 
| Bank : ing 
Public | of 
Depts. | Eng 


Tender; Tay 


1949 

Jan. 15) 2220-0) 2190: 5| 6169-3 

Oct. 22] 2770-0) 2210- 6190-0 
» 29 2830-0| 2164- 6157-2 

Nov. 5] 2870-0} 2122- 6127-6 
» 12} 2900-0} 2091- 6117-2 
» 19} 2920-0) 2079- 6148-5 
. 26] 2950-0! 2049- 6159-7 


2960-0) 2023: 


6: 6199-3 
x 2970-0; 1985- 2- 6191-6 
s 2970-0! 2005- 1l- 6226-4 
5 2980-0 1952- a 6186-9 
é 4983-0 6146-9 
1950 

Jan 2990-0 | 1949-5 m-e 


3 


4} 2990-0 | 1901-6 5956: 





TREASURY BILLS 


(4 million 















"er 


Average i 
“Rate. | cent 
Date o! 1 Allot Allotted 
Tender rid at 
m Min. 
° Rate 


57 





Oct. 14 } 230- 2835-1 | 230-( 10 5+84 i4 
» 22 | 230-0 294-5 | 230-0] 10 5+64 69 
28 250 - 196-5 | 230-0 10 5-62 68 
YOv 4 | 230 07-0! 230-¢ 10 548 63 
~ sb | 200 84-5 | 230-0 10 5+82 14 
18 | 230: 194-3 | 230-0 10 6-66 69 
25 | 230°' 260-0 | 230-¢ 10 59] 61 
| 
Dec. 2 | 230-0 | 312-5 | 230-U] 10 4-03 60 
- 9 | 230-0 | 321-9 | 230-0 10 4-01 58 
» 16 | 230-0 | 262-7 | 230-0] 10 4-52 78 
23 | 230-0 | 292-4 | 230-0 10 4-16 69 
» 30 | 230-0 | 283-9 | 230-0 10 5-09 89 
1950 | 
Jan. 6 230-0 | 281°9 | 23 i 4-95 a4 
» 13 § 230-0 | 266-1! 230- I 5-83 43 
On January 13th applications for bills to be paid on 


Monday were accepted as to about 43 per cent of the 
amount applied for at 499 17s. 5d., and applications 
at higher prices were accepted in full. Applications for 
payment on Tuesday, Wednesday, Thursday, Friday 
and Saturday were accepted at {99 17s. 5d. and above in 
full. Treasury Bills to a maximum of £220 million are 
being offered for January 20th. For the week ended 
January 21st the banks will not be asked for Treasury 
deposits 


NATIONAL SAVINGS 


nousand 





Jan. 7, Jan. 7 
1950 


Jan 8 
1949 





Savings Certificates :— 













































Rece RR Sere 2,400 2,200 79,300 
Co. re 1,700 2,200 97,150 
Met Savings i ..ccescs. 700 Nil Dr 17,850 
Defence Bonds :-— —— ———— 
ee 805 335 20,395 
Repayments .......... 589 760 30,793 
Net Savings ......... 5 216 Dr 425 Wrld,398 
P.O. and Trustee Savings }-—————— —————_|—————_ 
Banks :— 
ECP ETE 14,981 13,638 | 463,680 
DIONE, 6 w0s0ece<ss 8,015 8,233 | 531223 
Net Savings ..0ccse0e06: 6,966 5,405 [Dr 47,543 
Total Net Savings......... 7,882 4,980 Wr75,791 
Interest on certificates repaid 306 466 19,564 
Interest accrued on savings 
remaining invested 2,331 * 2369 7,106 


Notes Issued:- 


In Bankg. De- 
partment .. 


175 


BANK OF ENGLAND 


RETURNS 


JANUARY 18, 1950 
ISSUE DEPARTMENTS 
£ { 
rove. Debt 11,015,100 
InCirculation 1260,354,429 «the Govt. 
securities ... 1288,5435,732 
40,002,394 Other Sees 629,545 
Coin other 
than gold)... 11,623 
mt. of Fid————— 
SOR a-uwe 1300,000,000 


(,old Coin and 
Bullion (at 
248s. per 

Os. GER... + 


1300, 386,823 | 


356,823 


1300, 356,823 


BANKING DEPARTMENT 


f 
466,628,941 
42.073,730 


f£ 
14,883,000 sovt Sees 
3,691,506 


Other Sees.:- 





Public Deps.:- 132,862,535 = Liscounts and 
Public Accts* 16,429,883 , Advances... = 19,232,200 
H.M. Treas. | Securities....  %2,441,530 
Special Acct. 117,428,152 | 
Other Deps.:- 403,026,082 
Bankers..... 291,721,857 | Notes.....+ 40,002,394 
Other Accts... 111,804,226 | Con.......06 5,418,059 
564,123,124 554 123,124 


* Including Seton , Savings Banks, Commissioners 
of National Debt Dividend Accounts 





eee caveaeas 
Government debt and 
securities® ..... occces 


Other securities... 


$sue i 
Notes in circulation 
Notes in banking depart 


Gold 


De 


“ Proportion ” 


* Government debt is £11,015,100, « 
Fiduciary issue lowered from 


Valued at s. per fine os... 
Banking Depi. :— 
its — 
blic Accounts 
Treasury Special Account 
Bankers ... 
Others 
so wees vewueue 
Securities :— 
Government , 
Discounts, etc....cccees: 
1. ee 
Risa: +cxndduas oes 
Banking dept. res......... 


COMPARATIVE ANALYSIS 
(£ million) 





1949 








pital £14,555,000 


£1,350 million to 41,300 
million on January 11, 1950. 
GOLB AND SILVER 
The Bank of England’s official buyin; price for gold 
was raised from 17%s. 34. to 244s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorized 
dealers from 178s. Od. te 252s. Od per fine onnce Spot 


cash prices during last week were as 





follows 





SirveR 


lew York) Bombay 
r ounce per 100 tola 


Markets Closed 


4 | 7 | 178 
6] 63h |so78 
oe | 7 
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AGGREGATE ASSETS 
at 3ist March 1949 
£96,642,721 


Established nearly 90 years. 


NEW ZEATAND 


ed with limited lipbilty in New Zealan dq 


Represented at over 240 points 

in New Zealand and a Me ‘bourne 

Victoria; Sydney, New S » Wales; 
Suva, Fiji ; Apia Sa rr 


Head Office: ere LmUBTae.\ N.Z. 
P. L. Porter, General Manager. 


London Office : 
1, Queen Victoria St., £.C.4 
O. M. Samuel, Manager 








LIVERPOOL EDUCATION COMMITIEE 
CITY OF LIVERPOOL COLLEGE OF COMMERCE 
(Principal: A. R. BURNETT-HURST, M.Sc.(iicon.), F.S.S.) 
Applications are invited for the following full-time appointments:— 
HEAD OF DEPARTMENT OF PROFESSIONAL STUDIES 





Applicants should possess professional qualificatio and/or be 
iduates in Commerce or Economi They should have had 
considerable expert in business administration, together wit 


teaching experien 








Salary: Burnham Scale of Salaries for Teachers in Establishment 
for Further Education for Grade III Heads of Departing £950 bs 
£25 to £1,059, with aad ii ielons for training and qualificatio 
FULL-TIME LECTURERS WITH SENIOR ASSISTA! STATU 

(1) Lecturer in aoe vuntancy. Candidates should be well qualified 


and able to teach to Final Professional Standard, Preference wil 
be given to Chartered Accountants or Incorporated A intant wit 
practical and teaching <——e a 

(2) Lecturer in Public Administration. ene lates should b 
graduates with teaching experience, well alified to lecture or 


Central and Local Government and allied : uubje cts up to the Deeree 
and Diploma standards of the University of London 

(3) Lecturer in Management (with special re ferenc to Transport 
and/or Export). Preference will be given to graduates with practical 
and teaching experience who are qualified to lecture in specialised 


subjects for the examinations of the professional bodies dealing 
Transport, Export iipping, Shipbroking, ete. 

Salary in oar e with the Senior . : 
Burnham Scale of Sali arie: s for Teachers in Establishments for Furt 
Fiducation, (Men ‘700 by £25 to £800; , £560 by £20 to £640) 
plus appropriate additions in respect of de gree and training). 

Forms of application and conditions of appointment may be 
obtained from H. S. Magnay, M.A., Director of Education, 14, Sir 
Thomas Street, Liverpool, 1, to whom completed for should be 
returned within 14 days of the appearance of tl advertisement, 
Canvassing, either directly or in will be considered a 
disqualification, 


tants’ Scale of the 








THOMAS ALKER, 
Town Clerk and Clerk to the Local Education Authority. 


CITY OF JOHANNESBURG 
THREE AND A HALF PER CENT INSCRIBED STOCK 1952 
NOTICE is hereby given in order to prepare the Warrants for 
interest due March Ist next, the BALANCES of the several accounts 
in the above-mentioned Stock will be struck on the night of February 
Ist, and that on and after February 2nd the stock will be 
transferable ex-dividend 
For Barclays Bank (Dominion, Colonial and Overseas), 
(Registrar of the above stock), 
ROBERT WHYTE, Manager. 
Circus Place, London Wall, E.C.2. January 11, 1950. 


_. and Business Executive, B.Com. Ten years agric. 
4 mfrs., prewar City Comp. Sec., also acted as engnrs.’ 
Live contacts overseas importers and confirming houses. Linguist. 
Age 39. Resident nr, London. Would join existing orgn. or operate 
independently export dept. for manufacturer.—Box 213 


The Economist’s Bookshop Ltd. 


caters for specialists and students in 


mach, 
buyer, 





Economics and the Political and Social Sciences 


11-12 Clement’s Inn Passage, Aldwych, W.C.2. 


West ENp BRANCH: James’ s 
4: 
Tuition for B.Sc.EC 0 N. 
The London University B.Sc. Econ. Degree is a valuable —— ation or Latisticat 
research and welfare work in commerce and industry, and for teaching or administrat 
posts under Education authorities, etc. The degree is open to all without Univers ty 
residence. You may prepare for the three examin: ations at home under the experience 
guidance of Wolsey Hall (est. 1894): moderate fees payable by instalments, if desired 


Prospectus from Dept. P17, WOLSEY HALL, OXFORD 


Printed in Great Britain by St. CLEME NTS Press, LTD., cen tu 
at 22, Ryder Street, St. James’s, London, S.W.1 


30A Bury Street, 





Postal 





gal St., Kingsway, _ 
U.S. Representative : 


R. S. Farley, 
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NATIONAL BANK OF EGYPT 


Incorporaied in Egypt. 
Liability of Members is Limited. 


Head Office - - - CAIRO 


Commercial Register No. 1 Cairo. 


FULLY PAID CAPITAL - - £3,000,000 
RESERVE FUND he 000,000 


London Office: 


6 &7 KING WILLIAM STREET,E.C.4 
Branches in al! the Principal Towns in EGYPT and the SUDAN 


— -: 
_-- ~- 


REFUGE ASSURANCE COMPANY, LTD. 


























i 
Chiet Office: OXFORD STREET, MANCHESTER, 
ANNUA: (NCOME EXCEEDS: £18,000,000 
ASSETS EXCEED £107,00C,000 
CLAIMS PAID EXCEED £198,000,000 
(1948 Accounts) ‘ 
tatilhecehapianion taiachiaiditenitiahe J A 








HUDS 3ON’S BAY SCHOLARSHIPS 
: Applications are in 1 for two Scholarsl hips to be aw ur led by the 
Trustees of the H udson 3s Bay Company Scholarship Fund for study 
in Canada in 1950. The Scholarships are awarded to en: ourage the 


tudy of business administration, to contribute to the higher educa- 
tion Of business executives and to strengthen the link; between the 
business communities in Canada and the United Kingdom. 

The value of the Scholarships will be $1,800 (Can.) per annum, pl 
return transportation expenses between the United Kingdom and 
Canada, and the normal tenure will be one year, but in exceptional 
Ca this may be extended to two years. 

The Scholarships are open to University Graduates, and candidate 
must be British-born subjects ordinarily resident in the Unit a 


Kingdom who at the date of applying are over 


23 years ol 
have not pa 


ed thei: 30th birthday. 


Candidates will be sel d by a Committee sitting in London, and 
no holar will be ele ted without a personal interview. 

In exceptonal cases the Selection Committee may recommend awards 
to candidates who are not University Graduaté but who, in the 
opinion of the Committee, have other qualifications fitting them for 
the kind of idy for whieh the Scholarships are designed. 

Full part | i form of application, which should be submitted 


not later than February 21, 1950, may be 
the Secretary Hudson’s Bay 
Trinity Lane, London, #.C.4. 


obtained on application to 
Scholarships, Beaver House, Great 


LEVERHULME RESEARCH FELLOWSHIPS, 1950 
Application is invited for Fellowships and Grants in aid of search 
The Fellowships and Grants are intended for senior workers who 
vented by routine duties or pressure of other work from 
carrying out research. They are limited to British-born subject 
normally resident in the United Kingdom. In exceptional circum- 
tances the Trustees may waive the condition as to residence. 


al nre 


The Trustees are also prepared to consider applications fron 
group of workers engaged upon co-operative prog: mes of 
research, particularly from those engaged upon ane distance pi 


grammes or in institutions in which the normal facilities for resea: 
have been curtailed by the war. 
The duration of the awards will not normally extend over n 


than two years or less than three months, and the i i 
depend on the nature of the research and the circumstances of th 
applicant. 
Forms of application may 
a n Guest, M.C., Leverhulme 
ow, London, W.C. a - 
“Applications must be received on or before March 1, 1950. Awards 
will be announced in July and will date from September 1. 1950. 


STELP & LEIGHTON LIMITED 
AGENTS FOR ALL SHIPPING & AIRLINES 


Immediate attention given to individual requests 
for reservations by land, Sea or Air. 


SPECIAL ATTENTION GIVEN TO BUSINESS 
& COMMERCIAL REQUIREMENTS. 
9-13, FENCHURCH BUILDINGS, LONDON E.C.3 Telephone: ROYal 311! 


be obtained from the Secr tary, Dr L 
Research Fellowships, 7 Bedford 





MURRAY-WATSON 


LIMITED 
Advertising & Marketing 
Home and Overseas 


58, BROOK STREET, LONDON, W.1 
UDLEY, WORCESTERSHIRi 


GROSVENOR 3508-9 
DUDLEY 3162 
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